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Professional Notes 


Was This Budget Really Necessary? 

THERE IS NOTHING sacrosanct, as a previous Chancellor of 
the Exchequer remarked, in the time it takes for the earth 
to revolve round the sun. But annual budgeting is so 
much an established part of the State financial mech- 
anism that Budgets opened in a season other than the 
Spring-time are expected to be introduced for imperative 
reasons and to carry weighty results. By these standards, 
Mr. Butler’s Autumn Budget hardly seems to have been 
necessary. The only tax change that could have been in- 
tended to operate directly in curbing excess demand in 
the economy was the rise in the rates of purchase tax. 
But whatever may be said for restricting consumption in 
this direct way when, in the economist’s safeguarding 
phrase, “other things are equal,” it should surely have 
been plain that in this conjuncture other things are essen- 


tially unequal—in more than the Orwellian sense (“‘all 
pigs are equal, but some pigs are more equal than others”’). 
The main threat to cost and price stability lies in a 
renewed wage inflation, and higher purchase tax is calcu- 
lated to impel wages upwards. It is of little avail for the 
Chancellor to say, as an afterthought, that the “tax on 
the kitchen” will cost the average family only fivepence a 
week. Wage claims, as we have commented before, are 
not put forward on strict logic—and human beings are 
not actuated by the precise measurements of the Central 
Statistical Office. At the same time, the increase in the 
tax on distributed profits is not large enough to convince 
the workers that dividends are unlikely to rise. These 
two tax changes are hardly sufficient warrant for the 
the Budget. 

Drastic Budgetary measures of an anti-inflationary 
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kind might conceivably have been 
justified, but it seems to us that the 
wisest course would have been to 
rely, for the time being at least, on 
extra-Budgetary measures. Apart 
from the fact that Bank Rate has 
not been further raised since Febru- 
ary, Mr. Butler has indeed placed so 
much of his faith in measures of this 
kind that it is surprising he decided 
to supplement them with such a 
negative Budget. The restraints upon 
borrowing by local authorities and 
the slackening of capital expenditure 
by the nationalised industries (except 
the coal industry), measures pursued 
outside the Budget, remain virtually 
the only anti-inflationary steps taken 
since the structure of interest rates 
was lifted. 

Another extra-Budgetary move, 
the rise in Post Office charges, may 
bear hardly on some small businesses, 
though it is proper that telephone 
calls and postage of printed paper 
should be charged at nearer their 
cost—local calls and printed paper 
will still not pay their way. We think 
it right, too, that the Post Office 
should base its charges, as it is now 
doing, on the replacement cost, not 
the historical cost, of telephone 
plant. Nor does it appear illogical 
that the scale of charges should 
allow for the annual payment of £5 
million to the Exchequer in lieu of 
income tax. 

Our own little worry is that we 
shall have to pay a minimum addition 
of 14d. on every copy of ACCOUNT- 
ANCY that is posted—a total of at 
least 1s. 6d. a year for every sub- 
scriber, or 7 per cent. of the sub- 
scription rate. (And paper is going 
up in price, while the printing unions 
are demanding a big rise in wages.) 


A Penny Rate for Purchase Tax and 
Telephones 

IN PRINCIPLE, THE interest of local 
authorities in the Budget and the 
related financial measures lies not 
solely in housing subsidies and the 
mode of raising capital (discussed in 
our Editorial article this month). 
They are concerned, also, like ordi- 
nary citizens, with the increases 


announced for telephone charges and 
purchase tax. But the changes on the 
capital side of their finances turn out 
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to be overwhelmingly more im- 
portant than those on the revenue 
side. 

On first thoughts local authorities, 
with an annual expenditure on rev- 
enue account alone exceeding £1,000 
million, might have been expected to 
feel the increase in purchase tax 
somewhat acutely. A precise estimate 
is impossible to make because of the 
absence of suitable statistics, but we 
learn from the Treasurer of a local 
authority with annual revenue ex- 
penditure of £7 million that a close 
estimate puts its annual purchases 
subject to the tax at no more than 
£150,000, on which the increase in 
tax is estimated at £9,000 a year. The 
same authority estimates the increase 
in telephone charges at £4,000 a year. 
The two additional payments taken 
together, after allowing for central 
government grants, are unlikely to 
represent more than a penny rate on 
the existing valuation list. 


How Fare the Farmers? 

IN 1931 THE School of Agriculture in 
Cambridge University began to re- 
port annually on the economic state 
of farming in the Eastern Counties. 
The survey for 1954/55, just pub- 
lished, will be found of practical use 
in interpreting the accounts of farm- 
ers, in giving them financial advice 
and in testing the efficiency of in- 
dividual farms. 

Despite the poor weather of the 
summer of 1954, and consequent 
harvesting difficulties, farm profits in 
1954/5 fell by only 12 per cent. in the 
United Kingdom as a whole and by 
only 3 per cent. in the Eastern 
Counties. Cereal yields were well 
maintained, so that grain growers did 
pretty well the same as in the pre- 
vious season, but mixed cropping 
farmers suffered a fall in income 
chiefly because yields of sugar beet 
were less. The most striking change 
was in the results of arable farms 
carrying pigs and poultry. In recent 
years these farms have regularly 
showed an improved financial out- 
come but the fall in prices that 
occurred last year caused the less 
efficient farmers to earn practically 
no profit, even though activities were 
generally on a larger scale. 

The wartime expansion of arable 
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farming has continued in the past 
few years and cereal production is 
much larger. Changes in crop rota- 
tion in some areas have resulted, but 
it is early to assess the long-term 
effects on soil structure and pro- 
ductive capacity. 

Two surveys made in 1953 and 
1954 showed that the profits of 
market gardens fluctuate widely from 
year to year according to produce 
prices and those of specialist poultry 
farmers fluctuate from holding to 
holding according to the efficiency 
of the holder and the size of the hold- 
ing. We think an analysis over a 
longer period would probably show 
that both types of holdings give 
but bare subsistence to the holders. 

The booklet, entitled Report on 
Farming, 1954/55 (Farm Economics 
Branch Report No. 43) is obtainable 
from the Farm Economics Branch of 
the School of Agriculture, Cam- 
bridge, at 3s. 6d. post free. 


The Electronic Invasion 

“WILL AUTOMATIC computing mach- 
ines be able to perform any of the 
functions of management?” This was 
the question discussed by Dr. B. V. 
Bowden, Principal of Manchester 
College of Technology, in a paper 
presented to the national conference 
of the British Institute of Manage- 
ment at Harrogate last month. He 
said “‘yes’” to his question. The 
computer can store and reorganise 
information inside itself and make 
decisions while computing: some of 
these decisions may be those that 
now have to be hammered out round 
the Board table. 

Certain applications of the new 
techniques to management problems 
are described in some detail. One is 
the tea-shop order analysis of Lyons 
on their computer LEO, an example 
already familiar to most of those who 
are following developments in elec- 
tronics in business. Dr. Bowden also 
described some American applica- 
tions, including a computation per- 
formed for the Douglas Aircraft 
Corporation on a computer designed 
for work on aerodynamics. The com- 
puter selected the most remunera- 
tive of several possible contracts in- 
volving different combinations of 
technical staff and resources. 
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The use of a computer is suggested 
in linear programming, or the plan- 
ning of production and distribution. 
A firm with eight factories and fifty- 
six depots has to decide which factory 
shall supply which depot in order to 
minimise cost. Pre-electronic methods 
of trial and error would take many 
months to solve this problem: the 
Manchester University computer 
took half an hour. Dr. Bowden 
suggests that any exeoutives faced 
with problems of this kind should 
arrange for them to be worked upon 
by one of the machines in the coun- 
try. 
The problems facing a business 
contemplating the acquisition of a 
computer, are discussed in the paper. 
Dr. Bowden considers that merit 
rating for the machines that are now 
available, multiplying together speed, 
reliability and size of store, and 
dividing by costs, would increase 
almost tenfold ever year. Businesses 
might conclude that they have every- 
thing to gain by waiting for a few 
years. But they would be wrong to do 
so—they must experiment with the 
machines available, urges Dr. Bow- 
den. 

Many important decisions in bus- 
iness are certainly based on incom- 
plete information through lack of 
time for the presentation of volumin- 
ous data in a concise form. What is 
needed is a machine to take the facts 
and present a compact report on 
which a decision can be taken. Pro- 
gress towards the production of this 
machine can emerge only from the 
experience of managements which 
are prepared to pose business prob- 
lems to an existing computer, either 
to one of the smaller machines now 
on sale to commercial concerns, or to 
the large machines such as that at 
Manchester University. 


Local Rates in Scotland 

THE LEVYING OF owners’ rates has had 
a disastrous effect on Scottish hous- 
ing. The building of houses to be let 
has been discouraged and owners 
have been deterred from keeping 
existing houses in decent repair. One 
or more of a number of factors fre- 
quently prevent an owner from 
recovering in his rent the amount he 
pays in owners’ rates. These several 


factors include the operation of the 
Rent Restriction Acts, rising rate 
poundages and the existence of long 
leases. The net return on owners’ 
capital is thus diminishing year by 
year. 

In England to recover an increase 
in rent of £1 an owner would have to 
charge just that amount, but in Scot- 
land (assuming owners’ rates to be 
8s. per £) the increase would have to 
be 33s. 4d. As, speaking generally, 
the actual rent passing becomes the 
rateable value, the present system has 
the effect of causing both owners and 
occupiers to pay “rates on rates.” 

By the Valuation and Rating 
(Scotland) Bill the Government seeks 
to abolish owners’ rates on May 16 
following the passing of the Bill. All 
rents payable under existing leases 
will then be reduced by the amount of 
the owners’ rates, and rates will be 
levied on the occupiers. 

In England valuation for rating is 
now in the hands of the Inland 
Revenue; in Scotland it is under- 
taken by assessors appointed by the 
local authorities. It is now proposed 
that except in those burghs which are 
a county of a city (Edinburgh, 
Glasgow, Aberdeen and Dundee) the 
county will be the valuation area. The 
Bill further provides that the Secre- 
tary of State shall prescribe qualifica- 
tions for persons appointed to the 
office of assessor and that appoint- 
ments to the local Valuation Appeal 
Committee shall be made by the 
Sheriff, and not by the local authority 
as at present. 

Valuation is to be on a fair rent 
basis and not on actual rent as at 
present, and assessors will be requir- 
ed to value all property every five 
years. Present valuations will remain 
“frozen” until re-valuation on the 
new principles has been completed in 
1961/62. 

Under the Local Government Act 
of 1948 the Exchequer equalisation 
grant was payable to local authorities 
whose resources were below the 
average, the standard taken being 
that of rateable value per head of 
weighted population. Because of the 
difficulty of equating rateable values 
in England and Wales, on the one 
hand, and Scotland on the other hand, 
the Scottish standard was taken as 
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that for England plus 25 per cent. 
The Scottish local authorities pointed 
out that the additional percentage 
was inadequate and from May 16, 
1953, Scotland was given the “Gos- 
chen proportion” of 11/80ths of the 
amount of the grant payable to 
England and Wales. It is now pro- 
posed that the equalisation grant 
payable will be of the amount which 
would leave Scotland with the same 
rate burden per head of actual popu- 
lation as England and Wales (exclu- 
ding London), if the expenditure per 
head of weighted population were the 
same. If the proposed formula had 
been in operation for the year 1953/ 
54, the grant payable to Scotland 
would have been increased by an 
estimated £1.45 million. These adjust- 
ments are, however, temporary; 
provided rateable value continues to 
be the determining factor, by 1961/62 
uniform valuation throughout Great 
Britain would make it possible for 
the grant to be distributed on a 
uniform basis. 


Did I Give it a Ten? 
‘NINE FROM SIX I can’t; give it a ten; 
put down ten; nine from ten leaves 
one; and six makes seven; put down 
seven; did I add ten to the top?; yes, 
so I add to the bottom; one and one 
are two; cross out the one and put 
two; two from three leaves one.” 
If your articled clerk gibbers in this 
wise to himself at his corner desk, do 
not fear for his mental state: he is 
merely subtracting 19 from 36 the 
easy way. He will be repeating the 
“‘patter” as instructed by the educa- 
tion authorities up Cheshire way. If 
your keenness on the methodology 
of arithmetical processes overcomes 
your initial alarm at the clerk’s 
mutterings, you may perhaps remon- 
strate that substraction is best per- 
formed by the method of “decom- 
position” rather than that of “equal 
additions,” as some teachers in 
Cheshire apparently also ineffective- 
ly protested. But if arithmetical 
methodology is not your strong 
point, you may just leave your clerk 
to patter to himself and reflect upon 
the old days when subtraction was 
just taking one number away from 
another. And you may comfort your- 
self with the thought that, after all, 
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the Cheshire Education Committee 
has issued its edict as “‘one phase of 
the campaign against backwardness” 
and these soliloquies can’t therefore 
be intended for the likes of you. 

But Cheshire children will not 
escape so easily. Not for them the 
ungrammatical opening of the three 
times table that (alas! so very long 
ago) we learned to chant. No, the 
teacher will refuse to accept “‘once 
three are three, twice three are six...” 
—only “‘one three is three, two threes 
are six” will gain his approving nod. 
For the Education Committee has 
also laid down “the basic form of 
oral practice” of the multiplication 
tables. Nor will Cheshire parents be 
able to boast how their prodigies of 
offspring have already reached the 
six times table, for they will have to 
have the key to know just where the 
six times table, or any other table, 
_really is in the line of juvenile pro- 
gress. We are the proud possessors of 
the key and we present it for the 
benefit of any readers who may be 
parents in Cheshire: 

An agreed sequence of tables for rote 
learning is desirable so that no table may be 


omitted by accident. The following sequence 
is recommended: 


2 Small compass, met with early in 
4) number experience; 


0b Easy development from counting; 


he is related to money and length; 


: 6 and 8 extend the range of difficulty; 


i 11 is easy except for the last 3 items; 
- 9 and 7 present the greatest difficulty; 


1 \ Often neglected and thus lead to in- 

OJ numerable errors in all applied work. 
Any readers who wish to know how 
to reduce sums of money in £ s. d. to 
pence by the “transferred column” 
method, or how to raise pence to 
£s. d. by the “horizontal’’ method, or 
how to perform nine or ten other 
basic processes of calculation in the 
Cheshire fashion, may apply to us. 


Costing in Hospital Laundries 
A FEW YEARS ago, The Nuffield 
Provincial Hospitals Trust con- 


ducted a valuable investigation into 
hospital costing, and its report was 
partly instrumental in leading to the 
setting up of the working party which 


recently recommended the adoption 
of a limited scheme of objective cost- 
ing in hospitals (see ACCOUNTANCY, 
September, 1955, page 334). One of 
the special studies undertaken by the 
Trust in support of its general in- 
vestigation was on the costing of 
hospital laundries; in its third report, 
for the period 1951-55, it gives some 
information about this study and the 
findings. 

It is estimated that about £8 mil- 
lion is spent annually by hospitals on 
laundry work, in their own laundries 
and on commercial contracts. The 
Trust remarks that it is important that 
effective means should be found of 
comparing the costs and efficiencies 
of laundries, since inquiries into cost 
variations could well provoke a 
broader examination of the whole 
question of laundry services in hos- 
pitals. 

So far, says the Trust, comparative 
costing in hospital laundries has 
tended to be based on simple units of 
“weight” or “‘pieces’—but systems 
so based are not really satisfactory. 
Comparisons are made even more 
difficult by varying standards of 
equipment and replacement. The 
Trust set out to find an effective yet 
simple unit of work assessment for 
cost comparisons, and to examine 
how to use for this purpose the present 
incomplete accounting systems while 
making the smallest changes in them. 

Certain commercial laundries have 
for a number of years used costing 
systems, many of them based on 
objective principles in which the 
separate production processes are 
costed. The information obtained is 
claimed to be satisfactory, but these 
systems would entail too much time 
and trouble to be operated by hos- 
pitals. The Trust decided to try to 
establish a suitable grouping for 
articles for laundering, and then to 
find a relationship between each 
group to cover variables such as the 
size of the articles and the processes 
of laundering. Statistical analysis led 
to the selection of nine weighted 
groups of articles. The study, which 
embraced a wide range of hospital 
laundries, indicated that by using 
these weighted groups it is possible to 
calculate work assessment sufficiently 
accurately for practical comparisons 
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to be made. A paper on the subject 
has been submitted by the Trust to 
the Ministry of Health. 


Accountants and Human Relations— 
I. A British View 
WE SHOULD BE prepared to oppose the 
proposition That Accountants are 
Too Materialistic, but we should have 
to hope that in the debate the pro- 
poser would overlook to attack the 
profession for neglecting human 
relations. Equally, we should hope 
that there had not come his way the 
paper given by Mr. Franklin A. 
Callaby, F.A.C.C.A., F.C.W.A., at the 
annual conference of the Association 
of Certified and Corporate Account- 
ants at Edinburgh in October. “‘The 
art and science of management,” said 
Mr. Callaby, “is largely concerned 
with the methods of handling people, 
individually and collectively, but it is 
yet to be fully comprehended that the 
foundation of the new concept of 
management accounting must also 
be laid on similar principles.” And 
he continued: 
It is this identity in basic design that 
enables management accounting to 
make its large contribution to aiding 
management control. The 
accountant is concerned not with 
things but with persons. He will not 
be alone, for the problems of the top 
executives lie in the field of human 
relations. Their problem is to direct 
the workpeople, to ensure co-ordina- 
tion, to create incentive and responsi- 
bility and to observe the general plan. 
An accountant working on_ these 
lines will become an integral and 
valuable part of the organisation and 
will play an important role in ensuring 
the maximum degree of effectiveness 
which is possible only with his 
assistance. 


Perhaps Mr. Callaby is deliber- 
ately exaggerating for emphasis when 
he implies that our only concern is 
with people. His “‘fundamental rule”’ 
that the design of any accounting 
return must be based on the needs of 
the recipient can hold, without 
making accounting into a branch of 
psychology. When Mr. Callaby refers 
to both the conscious and the 
unconscious needs of the company 
chairman or manager or sales 
executive to whom we commit our 
pieces of paper, there is the frighten- 
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ing prospect that we must all master 
the Jungian theory of the unconscious 
before filling our fountain pen. 

But Mr. Callaby draws some prac- 
tical lessons of value. Accounting 
information gets the attention, he 
says, which its presentation deserves. 
Its characteristics are 
stated to include: attractiveness; 
quality and dignity; good layout; 
information relevant to the responsi- 
bilities of the recipient; constant 
form; “‘one aspect of information to 
one sheet of paper”; comparative or 
target figures; reliability; and up-to- 
dateness. The type of information to 
be supplied should be worked out 
with its recipient from an analysis of 
his requirements. These are high 
standards, and some of them depend 
upon personal judgment, but it is 
well that they should be laid down. 


—II. An American View 

AN AMERICAN CONTRIBUTION to the 
subject, put forward by Mr. W. E. 
Slater, c.p.A., of Michigan, at the 
recent annual meeting of the Amer- 
ican Institute of Accountants, ap- 
proached it from the angle that the 
accountant should apply the “‘con- 
crete and universally understood” 
money sign to human relations. The 
personnel department of a business 
needed the exact data and evidence 
which accountancy techniques could 
provide. Why had accountants not 
provided information on the costs of 
labour turnover, training of employ- 
ees, filling of vacancies and so on? 
Financial indices should be put 
forward by which the policies and 
practices of the personnel manager 
could be assessed. 

Mr. Slater quoted an investigation 
conducted by his firm into the costs of 
labour turnover in a particular con- 
cern. Not taking account of scrap 
material and repairs—often a major 
expense on the engagement of new 
factory workers—the accountants 
calculated the cost of time spent in 
training new employees, of wages 
paid to them until they reached the 
necessary standards of work and of 
administrative costs during that time. 
Even though the workers were 


relatively unskilled, these costs ex- 
ceeded $200 per new employee. The 
concern had a monthly turnover rate 


amounting to 12 per cent. of its total 
of 2,000 workers; thus estimated 
costs were about $5,000 per month. 
In addition, each new clerical em- 
ployee involved a net cost of about 
$300, $2,000 being incurred on the 
filling of six to eight vacancies every 
month. The total amount of the costs 
was therefore $7,000. When this 
figure was made known to the 
management, it revised its methods 
in the personnel department and took 
steps to reduce the rate of labour 
turnover, so saving about $2,500 per 
month. In addition, long-term 
changes in personnel policy were 
expected to multiply this saving 
several times over. 

Mr. Slater discussed also the 
accountant’s role in labour negotia- 
tions. The accountant should show 
costs per unit of product or compo- 
nent and the trend over the years. 
“In one case,” said Mr. Slater, 
“where there was a wide discrepancy 
between the demands of employees 
and the company’s offer, it was 
determined that the employees’ de- 
mands were based largely upon a 
false impression of the profit of the 
company at the time. The company 
asked its Certified Public Accoun- 
tant to prepare a graph of the profit 
results in comparison with sales and 
when this was presented as the work 
of the Certified Public Accountant 
agreement was quickly reached.” 

Similarly, the accountant’s res- 
ponsibility to management, in Mr. 
Slater’s view, meant that he should 
provide information about the cost 
of such factors as departmental 
reorganisations, training and im- 
provements in working conditions. 


The Civil Service 
THE MAIN FINDING of the Royal Com- 
mission on the Civil Service is that a 
leading principle should require pay 
to compare fairly with current re- 
muneration for comparable work out- 
side the service, taking account of 
differences in conditions of work. 
Carrying through its main point, 
the Commission recommends fairly 
substantial increases in the pay of the 
administrative class of the Civil 
Service. This lifting of salaries in the 
highest ranks will probably meet with 
general approval, for it is commonly 
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admitted that pay in these reaches of 
the service is out of alignment with 
comparable work outside and staff- 
ing of the administrative grade is 
becoming difficult. But it is strange 
that the Commission took no account 
of the very favourable pension rights 
obtained by these and other members 
of the service. 

The recommended reductions in 
allowances for overtime and extra 
duty, and the suggested cut in holi- 
days, are likely to be sharply opposed 
in the lower ranks of the Civil 
Service. 

The Commission did not include 
in its purview salaries in the Pro- 
fessional Accountant class. This ex- 
clusion was apparently made because 
the class, consisting of about 500 
accountants, all members of one of 
the main professional bodies, is not 
numerically one of the “‘main cate- 
gories” of the Civil Service to which 
the Commission was limited by its 
terms of reference, and because it 
considered its task to be unmanage- 
able had it not drawn a strict line of 
demarcation. However, in practice 
the recommended principles for de- 
termining pay will no doubt be taken 
as general to the whole service. The 
pay and conditions of the Profession- 
al Accountant class were examined 
by a committee under the chairman- 
ship of Sir Thomas Gardiner just 
over three years ago (see ACCOUN- 
TANCY for August, 1952, pages 255/6) 
and increased salaries were recom- 
mended on the ground that remunera- 
tion was too low in relation to both 
responsibilities and opportunities 
offered outside the Civil Service. The 
recommendations for increases in 
pay were subsequently partially— 
but only partially—implemented. 


Shorter Notes 


Keeping the Books of Pension Funds 

In an occasional paper (No. 12, Octo- 
ber, 1955, price 1s. to non-members) 
published by the Association of Super- 
annuation and Pension Funds, there 
appears a useful practical article by Mr. 
William Eyre, A.s.A.A., under the title 
A Few Notes on Book-keeping and 
Accounts for a Pension Fund. 
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New President of the C.P.A.’s 

We have pleasure in congratulating Mr. 
John H. Zebley, c.P.A., on being elected 
President of the American Institute of 
Accountants at the 68th annual meeting 
of this 26,000-member body held recently 
at Washington. Mr. Zebley, a partner in 
a firm of accountants practising in 
Philadelphia, succeeds Mr. Maurice H. 
Stans, c.p.A., of Chicago, who was 
recently appointed Deputy Postmaster 
General. 


Investigation into Price Rings 

The Monopolies Commission is to in- 
vestigate common prices and collusive 
tendering for the supply of goods or for 
the processing of goods. The practice 
of “‘collective discrimination,” including 
collective resale price maintenance, is 
excluded from the inquiry. 


Another Local Authority Adopts 
Electronics 

The West Riding County Council has 
ordered an electronic computer for in- 
stallation at the County Hall, Wakefield. 
It will cost £28,000. Its purchase was 
recommended by a working party which 
reported on the mechanisation of all 
departments of the council. Apparently, 
the savings in staff have still to be pre- 
cisely estimated, but one report states 
that the machine will halve the clerical 
labour on the work it can undertake. It 
will be remembered that the Coventry 
City Council began to do some of its 
work on an electronic computer last 
April (see ACCOUNTANCY, March, 1954, 


pages 91-3). 


Business Efficiency Exhibition 

The next national Business Efficiency 
Exhibition will be held at Bingley Hall, 
Birmingham, from February 20 to 25, 
1956. The latest developments in elec- 
tronic computing will be shown, as well 
as other methods of using electronics in 
the office. 


A Hazardous Occupation 

The Chancellor of the Exchequer, 
asked in the House to see that tax col- 
lectors injured by assault in performing 
their duties secured compensation, re- 
plied that the Board of Inland Revenue 
was prepared in appropriate circum- 
stances to consider the possibility of an 
ex gratia payment. 


Relationships Among Accounting Items 
Professor F. Sewell Bray, F.C.A., F.S.A.A., 
Stamp-Martin Professor of Accounting 
at Incorporated Accountants’ - Hall, 
read at the recent National Conference 
of the British Institute of Management 
a paper on the subject Structure, Form, 


Measurement and Behaviour—Concepts 
with Meaning for Management. He dis- 
cussed the operating accounts of busi- 
nesses, with special reference to signifi- 
cant and standard relationships among 
various items in the accounts, and 
showed the difference between the 
accountant’s and the economist’s under- 
standing of certain concepts in the 
accounts. The paper was also read at a 
recent conference of the Association of 
Incorporated Statisticians. 


Inquiry into Administrative Tribunals 

The Lord Chancellor has appointed a 
committee, under the chairmanship of 
Sir Oliver Franks, to investigate the 
operation of administrative tribunals 
and hearings, including those concerned 
with the compulsory purchase of land. 


The Business Censuses 

The programme of censuses recom- 
mended by the Committee on the Cen- 
suses Of Production and Distribution 
(see ACCOUNTANCY for December, 1954, 
page 445) has been postponed for a year 
by the Board of Trade. Staff will be 
saved, resources will be released to 
make the sample survey of distribution 
more comprehensive—particularly by 
the collection of data about con- 
sumers’ credit—and it will be possible to 
modify the returns in the next full census 
of production so as to make them 
easier to complete. Sample surveys of 
production will now be taken in 1956, 
1957 and 1958, a sample survey of 
distribution in 1958 and the full census 
of production in 1959. 


Crown Use of Unpatented Inventions 
Under emergency legislation Govern- 
ment Departments can authorise the 
use by contractors on defence contracts 
of privately owned unpatented inven- 
tions, unregistered designs and technical 
information. The President of the Board 
of Trade has appointed a committee to 
consider whether the Crown should 
have these powers permanently and, if 
so, the conditions under which the 
powers should be exercised. The chair- 
man of the committee is Sir Harold 
Howitt, G.B.E., D.S.0., M.C., D.L., J.P., 
F.C.A, 


H.P. Statistics 

The Board of Trade has started to col- 
lect statistics on hire purchase. Large 
traders already sending to the Board 
returns of their total trade have been 
asked to supplement them with figures 
of hire purchase business and 6,000 
other retailers, with 450 finance houses, 
have also been invited to co-operate. 
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Any other retailer or finance house 
willing to contribute to the statistics is 
asked to obtain a form from the Direc- 
tor of Statistics of the Board, at Horse 
Guards Avenue, London, S.W.1. There 
is a guarantee that individual returns 
will be accorded strict secrecy. 


Abuse of Accelerated Depreciation in 
U.S.A. 

A committee of the American Institute 
of Accountants says that accelerated 
depreciation is being applied to turn 
income into capital gains. A company 
can buy an asset, such as a car, with an 
estimated useful life of four years, 
deduct half its cost as depreciation in 
the first year and sell it at the end of that 
year for more than half its cost, paying 
only the capital gain tax (at a lower rate 
than income tax) on the difference 
between depreciated value and sales 
proceeds. The committee recommends 
that either an asset should not be depre- 
ciated for tax purposes below its salvage 
value, or any gain from the sale above 
that which might have been realised 
without accelerated depreciation should 
be taxed at income tax rates. 


Ebullient Building Societies 

A recovery seems to have begun in net 
savings made in building societies. 
Figures of more than 90 per cent. of the 
societies show that £34 million was re- 
ceived in shares and deposits in the third 
quarter of the year, compared with only 
£22 million in the second quarter. But 
the recovery has some distance to go 
before the total of the third quarter of 
1954 (£44 million) is reached. The 
better showing of shares and deposits is 
no doubt mainly due to higher interest 
rates. It is noteworthy that the higher 
rates caused hardly any falling-off in 
new advances in the third quarter— 
they were £94 million, against £100 
million in the second quarter and £93 
million in the third quarter of 1954. 


“The Universal Providers” 

For many years Whiteleys, pioneers of 
the departmental store, have called 
themselves “The Universal Providers.” 
The description became more than 
usually apt, in an ironic way, in the last 
few years. Sir Harold Gillett, F.c.a., who 
was appointed chairman in November, 
1954, has revealed that he found defects 
in the accounting system estimated to 
have lost the company more than 
£100,000. Apparently many goods sold 
were never charged to customers’ 
accounts. The counting house has now 
been reorganised and remedial action 
taken. 


“Yes, he said 
Ineedn‘t take 
on extra staff 


after all...” 


*“YoU KNOW when our orders were 
going up and up? Our accountant told 
me we might have to take on more staff. 
So we decided to call in the Burroughs 
man. It couldn’t do any harm and his 
advice was free .. . As it is, I’m more 
than glad. He went into the details with 
our accountant, then showed us how we 
could mechanize our accounting at low 
cost— and save a lot of overtime. He 
certainly knew his job...” 

The Burroughs man is always at your 
disposal without cost. He is an experi- 
enced adviser on a// accounting and 
record-keeping systems, and well quali- 
fied to work in co-operation with your 
accountant and auditor. 

He has a complete knowledge of 
mechanized accounting. But he won’t 
propose changing your accounting 
methods just to suit certain machines. 
Rather, aftera full analysis of your prob- 
lem, he will make proposals for a rapid, 
economical and workab/e solution. 

If he does recommend a new system, 
he will prepare a detailed plan for it 


and help you get it working smoothly. 
He will make sure you continue to get 
full benefit from any Burroughs ma- 
chine you install. 

Whatever your business, large or small 
—if you have an accounting problem, 
the Burroughs man can help you solve 
it. Burroughs make the world’s widest 
range of Adding, Calculating, Account- 


One Burroughs man solved th:s problem. The Phonotas Co. 
Ltd. (weekly telephone cleaning and sterilizing service) have 
80,000 separate accounts, and until recently, in London and 
in provincial offices, figures were copied by hand. As this 
led to errors and delays, they called in this Burroughs 
man, Mr. J. G. Winterbottom (left). He showed Phonotas 
how, with just two typewriter-accounting machines and 
two abbreviated-description accounting machines, they 
could halve their accounting time, and obtain up-to-date 
figures — all without extra staff. 


ing, Billing and Statistical Machines 
and Microfilm Equipment. Call in the 
Burroughs man as soon as you like — 
you’re committed to nothing and his 
advice is free. You'll find the number of 
your nearest Burroughs office in your 
local telephone book. Burroughs Add- 
ing Machine Limited, Avon House, 
356-366 Oxford Street, London, W.1!. 


FOR EXPERT ADVICE ON BUSINESS SYSTEMS 


CALL IN THE 
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COLLEGE 


SPECIALISED TRAINING 
for the examinations of the 


INSTITUTE AND SOCIETY 


Association of Certified 
and Corporate Accountants 


Institute of Cost and Works 


At the C.A. and S.A.A. Examinations Students of the 
Metropolitan College have gained more than 


9.2530 SUCCESSES 


and more than 350 HONOURS, Prizes and Medals 


of including 


38 SECOND PLACES 


65 Third and Fourth Places 
* * 


* WRITE TODAY for a free copy of the College ‘‘Accountancy’’ Prospectus 
to the Secretary (A3), METROPOLITAN COLLEGE, ST. ALBANS, OR CALL: 
30 QUEEN VICTORIA STREET, LONDON, E.C.4. (Telephone: City 6874). 


METROPOLITAN COLLEGE 
STALBANS 


FELLOWSHIP IN 
MANAGEMENT 
ACCOUNTANCY 


The Metropolitan College provides 
expert postal tuition for the above 
examination, which is held by the Insti- 
tute of Cost and Works Accountants. 
Full particulars on application. 


YOU GET A PERFECT | 
PUCTURE OF THINGS & Huse stocks of 


IF YOU... well seasoned books 
always ready. 


| 
* Our Catalogue BB30 
| 


is yours 
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EDITORIAL 


Capital Finances of Local Authorities 


HE local councils, with the public industries, seem 

to have become the “‘chosen instrument” to defeat 

this inflation. The rise in interest rates generally, and 
in those charged by the Public Works Loan Board in par- 
ticular, will make it much more expensive for the councils 
to raise funds for their projects on capital account. This 
additional cost is likely to be a far more effective force, 
causing second thoughts on planned projects, than the 
“messages” sent to them by the Chancellor of the Ex- 
chequer and the Housing Ministers urging capital 
economies. 

Another powerful force working in the same direction 
is the change in the method of obtaining capital finance. 
Money is now to be raised in the market as far as possible. 
The largest of the local authorities, at any rate, will not 
be perturbed about the possibility of raising their funds 
in the market once more—provided the money is there. 
It is in the proviso that the rub lies, for capital is nowa- 
days short in relation to the numerous demands for it. 
Many authorities, chafing under the irksome conditions 
attaching to P.W.L.B. finance, have long sought to have 
their pre-war freedom in this matter restored. Especially 
with interest as high as 5 per cent., many would prefer to 
float a medium life stock issue rather than be committed 
to the P.W.L.B. for 60 years. Their Treasurers will now 
have to revive borrowing skills long since unpractised. An 
earlier Treasury exhortation to resort to the market came 
to naught when local authorities found that, in practice, 
they could obtain sanction for stock issues sufficient to 
finance only the expenditure of a few months. Provided 
mistakes of this sort are not repeated, the authorities 
should soon appear again in the market as borrowers. 
It remains to be seen how rapidly and how fully their 
requirements will be satisfied. Many of the authorities 
would like to have returned to them the power to borrow 
on mortgages for less than seven years—especially be- 
cause this power would enable them to tap local funds 
upon which at present they cannot draw and would 
mean that they might be able to fund the loans later 
when interest rates were more favourable. 

To the extent that resort is still made to the Public 
Works Loans Board, rates of interest are to be kept 
in closer conformity with those on which local authori- 
ties of good standing can borrow in the market. This pro- 
vision will cause local authorities little concern. Whilst 
P.W.L.B. rates have, on occasions, departed from current 
market rates, they have not done so recently, so that no 
substantial change in the P.W.L.B. rate is to be expected. 

These various measures will have failed of their 
purpose, however, if the local authorities go on raising as 
much money as before for capital purposes. It is, clearly, 
the official hope that there will be large economies. Even 
allowing for the urgency of the hospital and educational 


programmes, non-housing outlays on capital account, 
amounting to £200 million, could surely be cut appreci- 
ably. Economies in capital expenditure will take time to 
show themselves, since much work is already approved 
and started—it is in the “‘pipeline.” This time factor is of 
particular import in housing, for the pipeline contains 
some 250,000 houses. It will probably be the second half 
of next year before there is any noticeable falling-off in 
house building for the local authorities and, even then, if 
slum clearance goes ahead at the expected rate, in many 
areas there may be no slackening of activity at all. 

The change in housing subsidies is of financial signifi- 
cance, rather than a factor that need in itself greatly 
affect the amount of house building—the lifting of interest 
rates is a more important depressive force. It may fairly 
be said that the main purpose of the change in suusidies 
is to cause local councils to raise their rents structure 
and perhaps to lower their rates structure, rather than to 
affect the volume of house building. 

The Exchequer subsidy of £22 1s. Od. annually on a new 
house is reduced to £10, and will be completely withdrawn 
in a year of so from now. The minimum contribution of 
£7 7s. Od. from the councils will no longer be compulsory. 
The ultimate loss of £22 1s. 0d. per house represents a rent 
increase of 8s. 6d. per week. This would rise to 11s. 4d. if 
the local authority withdrew its minimum rate contribu- 
tion; but the rise in rent could be abated, or even avoided 
completely, if it decided, instead, to increase its contribu- 
tion. Rent increases of this order are not, in any event, to 
be expected. Firstly, many new houses will attract subsidy 
at the existing rate, or even an enhanced one, if they 
are replacing slums or are for “‘overspill”” populations. 
Secondly, many local authorities will spread the burden 
over their whole stock of houses. Thus the exact results 
on rents are impossible to forecast. If the present rate of 
construction continues, and all the new houses attract 
contributions from the local rates on the present scale, 
but only half attract Exchequer subsidies, then the un- 
subsidised houses may represent about 124 per cent. of 
the total stock of local authority houses after five years of 
further building. If all rents were pooled, therefore, 
average rents might then have risen by about 124 per 
cent. of 8s. 6d.—just about Is. a week. But taking into 
account recent rises totalling 1} per cent. in the rate of 
interest, an official estimate puts the average rent increase 
at the end of the five year period at about 3s. 4d. a week— 
the increase taking effect in stages of 8d. a week in each 
of the five years. The expectation is that many councils 
will raise their rents, especially on pre-war houses, which 
often carry rents much below those of post-war houses. 
Some councils will introduce “differential rent’’ schemes 
of one kind or another. All in all, there may result quite 
sizeable declines in rate poundages in some districts. 
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Economic Aspects of Automation 


By NOEL BRANTON, M.coOM., PH.D. 


IN RECENT MONTHS a swelling tide of articles in the Press 
and of papers at conferences has borne witness to the 
development in industry of new techniques of a “‘labour- 
saving” character. The word “‘automation” has appeared 
as one of the catch phrases that become current from time 
to time. Processes of increasing complexity are being 
made subject to automatic—in the sense of non-human— 
control, and prophecies are being made of rapid exten- 
sions of the system to every part of the industrial field. 

These developments are being hailed as the Second 
Industrial Revolution—a descriptive title which the 
present writer views with considerable misgiving. Some 
readers will remember that a similar title was widely 
applied to the technological developments of the late 
*twenties and early "thirties when “rationalisation” was a 
fashionable slogan and “technocracy” an accepted, 
though short-lived, creed. Popular writers are once more 
at work seeking to make our flesh creep. One of these, for 
example, stated recently that ‘tin many countries, the best 
technical minds work feverishly on the problem of 
ultimate automation—the elimination of humans in our 
industrial life. The results are startling and frightening.” 
To the present writer, at any rate, the most frightening 
thing is that probably a considerable number of the 
readers of the article believed what it said. 

Modern industrialisation has witnessed a transfer of 
skill from the worker to the machine. Operations 
originally requiring the human hand and brain have been 
performed automatically by machines. In addition, it 
must be recognised that many things are now being done 
which, in the absence of machinery, could not be achieved 
at all by human agents. As machines have evolved, they 
have often combined two or more formerly independent 
processes. Sometimes, however, the various processes in 
the sequence have had to be performed on separate 
machines. As a result, an appreciable part of the saving 
attributable to the mechanisation of the processes has 
been lost through primitive methods of handling work- 
in-progress. Partly under the stimulus of the report of the 
Anglo-American Productivity Team on Materials Hand- 
ling, increasing attention has been paid to the mechanical 
movement of material between machines and processes— 
a development which may be regarded as a first step on 
the road to complete “‘automation.” 

At this stage, in most instances, the flow of work 
requires human control: indeed, production control and 
its associated paper work may become very elaborate. We 
have automatic operation, but not automatic control. 
Yet even automatic control of a type is by no means new 
for in 1801 Jaquard applied the punched card system to 


control the loom which bears his name, and at an earlier 
date Watt had invented the centrifugal governor for the 
steam engine. But the controls which are now visualised 
are far more comprehensive than these. They can be made 
to control single machines or groups of machines or other 
processing equipment. The application that has attracted 
popular interest has been the development of the auto- 
matic factory where everything comes under the control 
of such devices. As Mr. A. J. Young has said, ‘‘a com- 
pletely automatic factory or plant can be defined as a 
factory which can be started up by pressing a button and 
which will continue to operate (in the specified conditions) 
with maximal efficiency and without human intervention 
until it is closed down by another push of the button.’’* 

This result may be achieved by the use of some form of 
electronic digital computer which is given the operating 
instructions in the form of punched cards or some similar 
medium and thereafter transmits them to the operating 
units under its control, checks the accuracy of what is 
being done and makes any corrections that may prove 
necessary. Thus, a milling machine has been arranged to 
be guided entirely by such a computer. Specifications of 
the shape of the product are fed into the computer on 
punched or magnetic tape. The computer calculates the 
exact shape of the metal, directs the operations of the 
cutting tool, makes a continual check on the accuracy of 
the cutting and makes suitable corrections if necessary. 
The human operator is required in the first instance to 
give the computer its programme. Thereafter, so long as 
no breakdown occurs and the instructions remain un- 
altered, the process continues without human inter- 
vention. The whole complex of activity has become, in 
effect, a single, highly-integrated machine. 

In a paper read at the recent conference of the British 
Institute of Management, Mr. John Diebold claimed that 
automation represents a revolutionary new philosophy of 
production. He went on to define it as “‘a means of 
analysing, organising and controlling our production 
processes to achieve optimum use of all our productive 
resources—mechanical and material as well as human.” 
It seems to me that this has, in fact, always been the aim 
of the economic process though, admittedly, the best 
means of achieving optimum use must vary with avail- 
able technology. 

Again, Mr. Diebold argued that production processes 
had hitherto been organised to make the best use of 
human division of labour and that mechanisation so far 


*“Pre-requisites of the Automatic Chemical Factory,” The 
Industrial Chemist, July, 1955. 
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had done little to change this. This seems to be a debatable 
proposition. The early machines might be described as a 
simple extension of hand operated tools and equipment, 
but because of the limitations of human strength, skill 
and speed of operation, the machine has developed 
wherever possible to overcome these disabilities. All that 
the new techniques are doing is to extend a process which 
has been in operation for a very long time. 


Labour Displacement 

When an operation, formerly done by a worker, is taken 
over by a machine, what is likely to happen to the worker 
concerned? On the face of it, he will lose his job and with 
it his means of livelihood. From the earliest days of the 
machine age the displacement of men by machines has 
been a very real fear on the part of the workers. To such 
questionings economic theory has long provided a 
number of sound and logica! reassurances which, how- 
ever, have never commanded very much conviction in the 
minds of those who deemed themselves to be threatened 
by the change. 

The economic answer to the problem of the displace- 
ment of men by machinery entails an examination extend- 
ing beyond the direct and immediately observable re- 
sults. The new method of production is likely to be more 
economical than the old, otherwise there is little motive 
for its introduction. Hence there can be a reduction in 
cost to the consumer, giving rise to an extension of 
demand or even establishing entirely new conditions of 
demand so that the labour initially displaced can be 
reabsorbed. Failing this, the rising standard of living 
incidental to the new developments will cause demand in 
other directions to increase and the demand for labour 
in other industries will expand. Finally, the machine- 
making industries themselves will expand and will call for 
more labour. These lines of reasoning, which are here set 
out in very summary fashion, omitting many important 
qualifications, obviously postulate an economy in which 
labour and other resources are very mobile, so that the 
necessary adjustments occur without any undue lapse of 
time. In practice, adaptation is often slow and there is 
some reason for supposing that modern developments 
may have made it even slower. 

It is in this regard that many commentators are apt to 
go astray. It is all too often assumed that the successful 
introduction of a new machine or process by one firm 
must be quickly followed by its application throughout 
the industry. Only exceptionally, however, does this 
occur—a fact that some may take as a symbol of in- 
dustrial backwardness, though it is far from safe to 
generalise thus. In moving about industry, one comes 
across Heath Robinsonian set-ups of the “sealing wax and 
string” variety which, by all the rules, should be hope- 
lessly uneconomic but which, in fact, are not, and some- 
times even continue to outdistance their more stream- 
lined competitors. But this apart, the process of intro- 
ducing new technological ideas ordinarily consumes much 
time. Thus, studies made before the war by Dr. Harry 
Jerome show that what he calls the period of com- 
mercial trial, the period from the date when the device 
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first comes on the market to the stage where it is accepted 
as practicable from both an engineering and an economic 
standpoint, may occupy anything from three to twelve 
years.* Even then, complete conversion of an industry 
may take a long time depending on the magnitude of the 
saving, the amount of existing plant to be scrapped, and 
the state of development of the industry. 

The technical changes associated with automation in 
the sense in which the term is currently being used 
present even greater complications. We are often in- 
formed that the automatic factory is not a thing of the 
future but that it has actually “‘arrived.”’ It has arrived 
only in a very restricted sense and we are certainly not 
warranted in concluding that there exist schemes for the 
immediate and universal application of automation, 
or even that these could speedily be worked out if only 
scientists and technologists were in better supply. Auto- 
mation has made the greatest progress in some of the 
newer industries, such as branches of the chemical 
industry. Even here, however, as Mr. A. J. Young has 
said categorically in the paper already quoted, large 
chemical factories are unlikely to become fully automatic 
in the foreseeable future, though individual plants within 
such factories amy approach this stage. Again, in the 
case of this type of industrial operation—a modern oil 
refinery is another example—a considerable degree of 
automation has always been present. In some cases, in- 
deed, it is indispensable for the working of the unit since 
human control may not be quick enough or accurate 
enough to do what is required. Thus the manufacture of 
the plastic polythene would not be possible on a com- 
mercial basis without automatic control since its produc- 
tion requires absolute precision in reaction time, tempera- 
ture and pressure. In cases of this kind automation, so 
far, has not displaced any labour and the scope for future 
displacement is obviously small. 

That the process of conversion to automation is likely 
to be gradual is admitted by implication in Mr. Diebold’s 
paper already quoted. He emphasises the fact that at any 
given time there will be an “optimum degree of auto- 
mation” limited by technology and economic factors. He 
thinks that ‘“‘a few months may completely change the 
picture.” Possibly so, but as a generalisation the weight 
of the evidence is against it. Change usually comes 
gradually and gives ample warning of its approach, even 
though we may ignore the signals. Another point worth 
bearing in mind is the cost factor, also emphasised by Mr. 
Diebold. We usually visualise automation as a dramatic 
“cost-reducing” process, largely because of the expected 
savings in labour. As against this, however, new costs 
arise. There are the planning costs, associated with the 
introduction of the system, a high rate of obsolescence if 
product changes are rapid, high maintenance costs, and 
the like. These aspects are usually ignored in current dis- 
cussion, but they are essential elements in management 
decisions on automation. 

One point is of major importance. Previously, the 
problem of technological unemployment has been dis- 


*Mechanisation in Industry, p. 317. 
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cussed in a context of under-employed resources, par- 
ticularly of manpower. During the inter-war period of 
“rationalisation” it was indeed difficult to separate and 
to assess quantitatively the unemployment due to tech- 
nological change and that arising from deficiency of 
demand. Many commentators, indeed, failed to realise 
that any such distinction was necessary and had no 
hesitation in attributing the whole of the unemployment 
problem to technological causes. Apart from this mis- 
conception, however, there is a real problem. If the 
economic system is operating at a level which is well 
below full employment, however this may be defined, 
then, to the extent that men lose their jobs through 
mechanisation, the process of adjustment postulated by 
theory is slowed up or even breaks down altogether. 

In existing circumstances, however, conditions are 
very different. Since the war, we have had full employ- 
ment. There is a growing feeling of confidence (which 
may be woefully misplaced) that mass unemployment 
can in future be avoided. While labour is a scarce factor 
of production, economies in its use, so far from being a 
matter for concern, are a reason for congratulation. The 
shortage of labour provides a spur to introduce labour 
saving methods which help to overcome the deficiency. 
Such labour as is displaced has a very good chance of 
being quickly reabsorbed elsewhere. There still remains 
the question of the suitability of such labour from the 
standpoint of experience and training for the jobs now 
available. This is a difficulty which can be exaggerated. 
Under present-day conditions, a considerable amount of 
labour is not specialised in a narrow field but is reason- 
ably versatile and, fortunately, it is labour of this kind 
that is most likely to be affected. 

This absorption of unemployed labour is a question on 
which the trade unions, with lively recollections of the 
events of the thirties, have some very serious reservations. 
These misgivings are likely to lead them into two con- 
tradictory courses of action. They may seek to impede 
the introduction of new techniques or to reduce their 
labour saving nature by insisting on over-staffing. Such 
action can be successful only, of course, if some of the 
union labour is still necessary, as short of the complete 
‘press button” stage it is certain to be. Alternatively, the 
union may demand that the benefits be passed on to the 
workers in the form of a combination of higher wages and 
shorter working hours. The first of these approaches 
cannot benefit anyone in the long run. How long such an 
obstructionist policy can be persisted in depends on the 
strength of the union and the situation of the industry. If, 
for example, the industry is “‘sheltered” in the sense that 
non-competitive levels of cost can be passed on to the 
consumer, progress can be held up for very long periods. 
If, however, the industry is exposed to foreign competi- 
tion, particularly in export markets, then business will be 
lost and in consequence restriction may be broken, 
though it is by no means certain that it will be. 

The second line of approach has much more to com- 
mend it. Technical progress such as that under con- 
sideration raises productivity, and that it should be 
reflected in the standard of living of the workers em- 


ployed is quite reasonable. The improvement in the 
workers’ living standard may come about in two ways— 
by a cheapening of the product or through higher wages 
and better conditions for the workers. In practice, it 
seems likely that the workers will benefit under both these 
headings. One has the impression, however, that in recent 
years organised labour has been inclined to assert a 
vested interest in the whole of the increase in product- 
ivity, leaving the consumer completely out of the picture. 
The great danger at the present time, however, seems to 
lie in an attempt to ‘“‘cash in” on rising productivity 
before the gains have, in fact, been realised. 


Supply of Scientific and Technical Manpower 

So far reasons have been given for thinking that automa- 
tion is unlikely, even in the short period, seriously to 
diminish the total demand for labour. None the less there 
may be some change, possibly a considerable change, in 
the type of worker required. It would seem, on the face of 
it, that the change will not be so drastic in character as 
that associated with the first introduction of power- 
driven machinery into British industry. 

Current preoccupations concern the number of per- 
sons being trained in science and technology. This issue 
stems from various developments of which automation 
is only one. The growth in the number and importance 
of the “‘science based” industries has created an unpre- 
cedented demand for scientists for research and develop- 
ment work and for people with advanced technological 
training to introduce and supervise the operation of 
complex industrial processes. The introduction of auto- 
mation clearly calls for men of this calibre. There will be a 
growth in the number of specialists: design, tooling, 
production planning, maintenance and other specialist 
engineers will be needed in greater numbers as direct 
production employees become fewer. At the present time, 
the long-drawn battle to secure for the scientist a place in 
industry has resulted in such a resounding victory that 
business men pay court both to the students and to those 
responsible for training them in the hope of securing 
some share in the allocation of new recruits. 

From an economic point of view one or two reflections 
suggest themselves. First of all, full employment has 
created a labour shortage which, during and since the 
war, has caused various “bottlenecks” in the labour 
market. These have included cotton operatives, coal 
miners (a continuing shortage), engineers, other tech- 
nologists and scientists, to mention only some who have 
received publicity in the Press. Experience shows that it is 
very easy to produce an apparently conclusive statistical 
forecast to show the emergence of a terrifying shortage of 
a particular type of worker in a given period of time. The 
only generalisation which has so far proved safe about 
such forecasts is their inaccuracy. To quote one example 
of a comparable “shortage,” it is not so long ago that 
complaints were made of a dearth of doctors. The medical 
faculties stepped up their output. Within a very short 
time, complaints were being heard about “‘over-produc- 
tion.” It is not suggested that current forecasts about the 
future of scientific manpower will be similarly mislead- 
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ing. It is, however, necessary to remember that the 
claims of other fields for qualified personnel cannot be 
rather airily set aside, as they appear to be in some 
quarters. 

A second line of inquiry was suggested some months 
ago, namely, are we making the best possible use of the 
trained men who are already in industry? At the first 
approach, one may be inclined to dismiss such a question 
as ridiculous. Scientific manpower is expensive and the 
business man, keen on getting “value for money,” might 
be expected to make certain that such people are being 
used effectively. There is, however, a persistent complaint 
that there are still too many higher management teams 
who do not know how to use effectively the scientist in 
industry. They keep in line, as it were, with the prevailing 
fashion but use scientific staff for work of a type which 
could be done by men less highly qualified. There is a 
related tendency, a legacy of over-full employment. This 
takes the form of the “hoarding” of scarce manpower. 
Men are engaged on the basis of availability even though 
they cannot be used effectively at once because, when the 
need does arise, they may not be obtainable. It is, of 
course, impossible to measure this sort of thing quan- 
titatively, but anyone in touch with industry obtains the 
impression that it is taking place. 


Conclusion 
In the light of the foregoing discussion it would appear 
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that many of the fears—and some of the hopes—that are 
being founded on the development of automation are 
very wide of the mark. The people who are most know- 
ledgeable from a technical point of view on the poten- 
tialities are invariably cautious in their statements but, 
unhappily, the views of such people rarely attain wide 
currency. There is a need for full and frank discussion of 
the developments that are taking place and will un- 
doubtedly continue in the future. Bitter experience should 
by this time have taught us that some of the greatest 
difficulties associated with the introduction of technical 
change arise because of a lack of reliable information, and 
the natural fears of the workers inevitably cause them to 
expect that their position will be adversely affected. As 
we have pointed out, workers are prone to attribute un- 
employment in all its forms to the mechanisation of 
industry. 

The “automation” of industrial operations appears 
likely to continue without any necessity for drastic and 
catastrophic changes in working conditions. In some parts 
of the industrial field, developments will be much faster 
than in others. These, however, are most likely to be 
either “new” industries or those which have always 
been subject to a high degree of mechanisation. If past 
experience is any criterion, our chief embarrassments will 
arise because the adoption of technical innovation has 
been too slow rather than because it has come upon us 
too precipitately. 


Variation of Trusts by the Court’ 


By SPENCER G. MAURICE 


Decisions at first instance and in the Court of Appeal 
None of the three proposed schemes was accepted by the 
Judge at first instance as something which he might 
properly sanction, and in all three cases appeals were 
carried to the Court of Appeal, where they were heard 
together ([1953], Ch. 218, [1953], 1 All E.R. 103). As 
stated above, the proceedings in Chapman before Har- 
man, J., are not reported, but his decision was affirmed 
by both the Court of Appeal and the House of Lords. 
Roxburgh, J.’s, decisions in Downshire and Blackwell 
were both reversed by the Court of Appeal, but the 
decisions of the Court of Appeal in those two cases were 
not approved by the House of Lords in Chapman and 
great respect must be attached to the learned Judge’s 
views. His Lordship, having examined in the light of 
In re New and In re Tollemache the Court’s inherent 
jurisdiction to alter trusts, observed that it was: 


. .. an administrative jurisdiction, that it is not necessarily 


*The first part of this article appeared in our November issue, 
pages 412-6. 


enough to show that its exercise is beneficial, that it is to 
be exercised with great caution, and that the Court will 
take care not to strain its powers. ({1952], 2 All E.R. 605.) 


His Lordship thus echoed Jn re New. Turning to Section 
64 (1) of the Settled Land Act, 1925, and Section 57 (1) of 
the Trustee Act, 1925, his Lordship took the view that 
their effect was to make the jurisdiction of the Court no 
longer “extraordinary,” extending it to transactions 
which were neither urgent nor of an emergency character, 
but: 


. .. that neither Section authorises a transaction which is 
not of an administrative character, and that the Court 
cannot confer on tenant for life or trustees the power to 
execute a re-settlement or deal with the trust estate on the 
footing that a re-settlement has been executed. ([1952], 
2 All E.R. 607.) 


In the Court of Appeal Sir Raymond Evershed, M.R., 
delivering the joint judgment of himself and C. R. R. 
Romer, L.J. (a judgment from which, in so far as it 
referred to Chapman, Denning, L.J., dissented), drew 
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attention to the fact that both Roxburgh, J., and Harman, 
J., had taken the view that the orders sought were beyond 
the jurisdiction, whether inherent or statutory, which they 
possessed, and not that the jurisdiction was there, but 
that the cases were not such that orders should be made 
in the exercise of the Court’s discretion. 


The Court of Appeal’s view of the jurisdiction 
Considering the inherent jurisdiction of the Court, Sir 
Raymond Evershed, M.R., and Romer, L.J., rejected 
the argument (summarised in the extract from Lord 
Simond’s judgment in the House of Lords quoted above) 
that it was unlimited provided that all persons interested 
who were sui juris assented and that it was clearly shown 
to be for the advantage or convenience of all persons in- 
terested who were not sui juris, including persons unborn 
or not presently ascertainable. But their Lordships took 
the view that Jn re Trenchard was an authority for saying 
that there was an exception to the principle that the 
Court’s inherent jurisdiction did not extend to sanction- 
ing, generally, modification or re-moulding of the 
beneficial trusts, to the effect that the Court had a further 
power and jurisdiction to approve, on behalf of persons 
interested under the trust who were under a disability 
and persons who might thereafter become interested, 
compromises proposed by or vetween persons beneficially 
interested under the trust who were sui juris, and to direct 
and protect trustees accordingly, and that the word 
“compromise” should not be narrowly construed so as to 
be confined to compromises of disputed rights. This led 
them to conclude that the jurisdiction of the Court to 
sanction such schemes as were the subjects of the appeals 
was not limited to the kind of transaction illustrated by 
the facts of In re New. 

Their Lordships also considered Jn re Wells, which had 
been much relied on by counsel in Chapman as an author- 
ity for a wide jurisdiction in the Court. Their Lordships 
did not think that the case supported this proposition 
because: 


... there was no re-arrangement or altering of any trusts. 
All persons interested under the trusts of the testator’s 
will, according to its terms, were sui juris and capable 
of determining the trusts. The difficulty arose solely from 
the fact that derivative settlements had been made by the 
persons contingently entitled to the corpus of the estate. 
No alteration was required of any of the trusts of these 
settlements. What was proposed was that the trustees of 
the settlements should receive a present and certain 
subject-matter instead of their previously existing con- 
tingent rights. ({1953], Ch. 243; [1953], 1 All E.R. 115, 
116.) 


These observations subsequently met with Lord Morton 
of Henryton’s complete approval when Chapman came 
before the House of Lords. 

Their Lordships then turned to consideration of the 
relevant statutory provisions. It was argued on behalf of 
the various appellants that the word “‘administration”’ in 
sub-Section (1) of Section 57 of the Trustee Act, 1925, had 
a wide effect and covered all the activities of a trustee 
which derived from the fiduciary character of the 
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position which he held. It differed in meaning, it was 
argued, from the word “‘management” in that sub- 
Section, “‘management”’ referring to the general care and 
control by trustees over the trust property, of which, so 
far as concerned the legal title, they were the absolute 
owners. Their Lordships, however, rejected this con- 
tention, holding that the application of both “‘manage- 
ment” and “administration’? was confined to the 
managerial supervision and control of trust property on 
behalf of beneficiaries. The object of the Section was, in 
their judgment: 
. . . to secure that trust property should be managed as 
advantageously as possible in the interests of the bene- 
ficiaries and, with that object in view, to authorise 
specific dealings with the property which the Court might 
have felt itself unable to sanction under the inherent 
jurisdiction, either because no actual “emergency” had 
arisen or because of inability to show that the position 
which called for intervention was one which the creator 
of the trust could not reasonably have forseen; but it was 
not part of the legislative aim to disturb the rule that the 
Court will not re-write a trust, or to add to such excep- 
tions to that rule as had already found their way into the 
inherent jurisdiction. ({1953], Ch. 248; [1953], 1 All E.R. 
119.) 


It followed that in their Lordships’ judgment a proposed 
transaction would not fall within the scope of Section 57 
unless it was one which was specifically related to the 
management or administration by trustees of trust prop- 
erty, quoad property. 

Roxburgh, J., had evidently taken the view in Down- 
shire that Section 57 of the Trustee Act, 1925, and Section 
64 of the Settled Land Act, 1925, were closely analogous, 
conferring upon the Court parallel jurisdictions, the 
former relating to settlements which did not compromise 
land, the latter to settled land. With this view Sir Ray- 
mond Evershed, M.R., and Romer, L.J., were not en- 
tirely in agreement, holding that the word “transaction” 
in sub-Section (1) of Section 64 of the Settled Land Act, 
1925, was not, as Roxburgh, J., had suggested, restricted 
to practical steps of an administrative character. Their 
Lordships attached considerable significance to the fact 
that the transaction referred to might be one which 
affected the settled land “‘or any other land” and were of 
opinion that: 

. .. the test imported by this last qualification is satisfied 
by transactions indirectly, as well as directly, operating 
upon the settled land (or other land), provided that in the 
former case the effect is real and substantial by ordinary 
common-sense standards, as distinct from that which is 
oblique or remote and merely incidental. ({1953], Ch. 
253; [1953], 1 All E.R. 122.) 


Their Lordships took the view that the jurisdiction under 
Section 64 of the Settled Land Act, 1925, was in some 
respects more ample in regard to the subject-matter to 
which it related than was Section 57 of the Trustee Act, 
1925. They observed that neither Section had any applica- 
tion to a settlement of which the trustees were trustees 
for the purposes of the Settled Land Act, 1925, but which 
no longer comprehended any unsold land. 
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The principles applied to the cases 

Having stated the principles involved, their Lordships 
proceeded to apply them in considering the schemes put 
forward in the three cases before them. Since, as stated 
above, the House of Lords subsequently disapproved the 
decisions of the Court of Appeal in Downshire and 
Blackwell, it is respectfully submitted that the value of the 
joint judgment of Sir Raymond Evershed, M.R., and 
Romer, L.J., must in so far as it relates to those two cases 
now be regarded as somewhat negative, since however 
correct may be the principles enunciated by their Lord- 
ships—and the majority of the Law Lords who sub- 
sequently considered the cases were in agreement with the 
views expressed by the learned Master of the Rolls and 
the learned Lord Justice in regard to the inherent juris- 
diction of the Court—the House of Lords has indicated 
that they cannot‘in application to a particular set of facts 
be carried so far as the Court of Appeal was prepared to 
carry them. 

Indeed, in neither Downshire nor Blackwell did Sir 
Raymond Evershed, M.R., and Romer, L.J., consider 
that the scheme proposed could be sanctioned by the 
Court within the scope of the inherent jurisdiction 
expounded in Jn re New and In re Tollemache, but their 
Lordships took the view that Jn re Trenchard was 
authority for the proposition that the Court had power 
to approve compromises in a broad sense of the word, 
and that the schemes proposed fell within the ambit of 
that power. Here, as explained below, lies the point of 
difference between the view of the Court of Appeal and 
that of the House of Lords. 

The ratio decidendi of the judgment of Sir Raymond 
Evershed, M.R., and Romer, L.J., in the case of Down- 
shire was that the plaintiff was offering to give up his real 
and present interest in the £700,000 of capital moneys for 
the benefit of the persons next entitled after his death, 
but on terms. Their Lordships took the view that the 
scheme in Blackwell was of the same essential character 
as that in Downshire, because again the tenant for life 
desired and offered to give up his life interest in part of 
the property so as to benefit the class of persons to take 
after his death by accelerating their interests. 

Having decided Downshire on the basis of the inherent 
jurisdiction of the Court, it was, as their Lordships 
observed, not strictly necessary for them to express a 
view whether the scheme proposed also properly fell 
within the ambit of Section 64 of the Settled Land Act, 
1925, but in fact they were of opinion that it did. Since 
this view of the statutory jurisdiction did not find favour 
with the House of Lords the value of the Court of Appeal’s 
opinion is in this respect, too, of a negative character. 
Anyone who may in the future be concerned to formu- 
late a tax-saving scheme will know that none of the 
grounds on which the decision of the Court of Appeal was 
based—not even all of them together—will avail to 
invoke the Court’s statutory jurisdiction to vary trusts. 
These grounds were three in number. Firstly, the fact that 
the settled land was “‘affected” or “‘concerned”’ in that all 
jointure and portions charges were under the scheme 
thrown exclusively upon it, and the plaintiff remained 
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tenant for life in possession of all the land notwithstand- 
ing that on a true construction of the settlement he might 
cease so to be. Secondly, it seemed that it was a real 
object of the scheme that the land should be substan- 
tially preserved so as to provide a home or homes for 
future holders of the plaintiff’s title by relieving the estate 
from claims for death duties which would otherwise be 
likely to cause the properties to be wholly or largely 
broken up. Thirdly, the scheme might fairly be described 
as, or as involving, a “transaction” to be effected by the 
tenant for life since, apart from his own surrender of his 
limited interest, the payments and appropriations of the 
£700,000 of capital moneys by the trustees would, in view 
of Section 75 (2) of the Settled Land: Act, 1925, be 
effected by them at the direction of the plaintiff, this 
conclusion not being altered by the circumstance that the 
second defendant also surrendered his reversionary life 
interest and his powers in and over the capital sum, since 
he was in any case free to do so. In the case of Blackwell 
no settled land was involved, but the scheme had been 
framed with Section 57 of the Trustee Act, 1925, in view. 
Sir Raymond Evershed, M.R., and Romer, L.J., did not 
think that the scheme was within the competence of the 
jurisdiction conferred by the Section and this part of 
their decision was tacitly affirmed by the House of 
Lords. 

Chapman, in which, as stated above, the Court of 
Appeal and the House of Lords in turn affirmed the 
decision of Harman, J., also turned in part on Section 57 
of the Trustee Act, 1925. Sir Raymond Evershed, M.R., 
and Romer, L.J., held that the proposed scheme was not 
within the competence of the jurisdiction thereby given 
to the Court because: 

. . . the alteration or re-moulding as such of trusts de- 
clared by a settlement is not within the scope of [the 
Section], which only empowers the Court to make orders, 
if it thinks it expedient so to do, with reference to the 
management or administration by trustees of the trust 
property which is vested in them. ([1953], Ch. 264; [1953], 
1 All E.R. 129.) 


As regards the Court’s inherent jurisdiction, their 
Lordships, having rejected the possibility that the pro- 
posed scheme fell within the exception to the general 
rule (as found in Jn re New) under which the Court has 
sanctioned the maintenance of immediate beneficiaries 
out of income—although by this sanction a direction for 
accumulation in the settlement is, at least in part, over- 
ridden—considered whether the proposed scheme in- 
volved a compromise of beneficial interests within Jn re 
Trenchard. They decided that it did not, and, though 
they had previously observed that the fact that the object 
or effect of a proposed scheme was or might be to reduce 
liability for tax was not an objection to the sanctioning of 
that scheme by the Court, they pointed out that it was no 
part of the function of the Courts to re-cast settlements 
merely to avoid taxes, even if they possessed such a 
power, which in their Lordships’ view they did not. 
They concluded their consideration of this case by depre- 
cating attempts to obtain the rectification of settlements, 
where rectification was not in the ordinary course 
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possible, by invoking the Court’s inherent or statutory 
power to vary settlements. 


Lord Simonds’s view of the jurisdiction 
Reference has been made above to the wide view which 
Denning, L.J., basing his opinions on the practice adopted 
by Lord Hardwicke, took of the Court’s jurisdiction. 
This led the learned Lord Justice to conclude that any 
fetters on the Court’s jurisdiction were self-imposed and 
that the various statutory provisions which removed 
those fetters 
... should not be read as delimiting the jurisdiction of the 
Court, but.rather as removing limitations which the 
Court had imposed upon itself. They show that the 
judges of the late nineteenth century made a mistake in 
tying their own hands in these matters. ([1953], Ch. 276; 
[1953], 1 All E.R. 136.) 


This view of the origin, development and scope of the 
jurisdiction of the Court was rejected by Lord Simonds, 
when Chapman was before the House of Lords. He found 
on the contrary that the jurisdiction was ‘“‘a creature of 
gradual growth” ({1954], A.C. 444; [1954], 1 All E.R. 
801), and that the true view of the matter was that the 
Court had generally no power to alter a will or settle- 
ment, but that there were certain exceptions, four in 
number, to the basic rule. These exceptions he pro- 


ceeded to summarise: 


They seem to me to be reasonably clearly defined. There 
is no doubt that the Chancellor (whether by virtue of the 
paternal power or in the execution of a trust, it matters 
not) had and exercised the jurisdiction to change the 
nature of an infant’s property from real to personal 
estate and vice versa, though this jurisdiction was generally 
so exercised as to preserve the rights of testamentary dis- 
' position and of succession. Equally, there is no doubt that 
from an early date the Court assumed the power, some- 
times for that purpose ignoring the direction of a settlor, 
to provide maintenance for an infant, and, rarely, for an 
adult, beneficiary. So, too, the Court had power in the 
administration of trust property to direct that by way of 
salvage some transaction unauthorised by the trust 
instrument should be carried out. Nothing is more sig- 
nificant than the repeated assertions by the Court that 
mere expediency was not enough to found the jurisdiction. 
Lastly, and I can find no other than these four categories, 
the Court had power to sanction a compromise by an 
infant in a suit to which that infant was a party by next 
friend or guardian ad litem. ({1954], A.C. 445; [1954], 


1 All E.R. 802.) 


Lord Morton’s examination of the exceptions to the general 
rule 

Lord Morton of Henryton, who delivered the leading 
judgment in the House of Lords, expressed himself as 
being in complete agreement with Sir Raymond Evershed, 
M.R., and Romer, L.J., as to the extent of the Court’s 
inherent jurisdiction, though he was not in agreement 
with their application of it to the cases of Downshire and 
Blackwell. The noble and learned Lord proceeded to 
examine the heads of exception to the general rule, 
already summarised by Lord Simonds. 
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Lord Morton considered first cases where the Court 
effects changes in the nature of an infant’s property, and 
said of these: 

It is self-evident that a change in the nature of property 
to which an infant is absolutely entitled causes no change 
in the infant’s beneficial interest, and it is noteworthy 
that even in such cases the Court usually so framed its 
order that the infant’s right to make a will during 
infancy in the case of personalty, and the rights of his 
heir to take the realty if the infant died under the age of 
twenty-one, were carefully safeguarded. ({1954], A.C. 451, 
452; [1954], 1 All E.R. 808.) 


His Lordship pointed out that a similar jurisdiction was 
exercised in the case of lunatics. 

Next, his Lordship took the cases (of which the leading 
one is Jn re New) in which the Court allows the trustees of 
settled property to enter into business transactions not 
authorised by the settlement. Such transactions are in the 
nature of “salvage” so as to prevent the trust property 
suffering loss, and his Lordship endorsed the warning 
contained in Jn re New that the jurisdiction in such cases 
must be exercised with great caution, pointing out that 
in that case the Court was only dealing with a proposed 
investment to be made by trustees, the beneficial trust 
being in no way altered. He then drew attention to the 
distinction drawn in In re Tollemache, two years after 
In re New, where the object of the scheme presented to 
the Court had not, as in the earlier case, been to prevent 
loss to the trust property, but to increase the income of 
the tenant for life. In Lord Morton’s view, Jn re New and 
In re Tollemache: 

. exemplifying the exceptional jurisdiction which is 
exercised for the sake of “salvage” of the trust property, 
far from supporting the existence of a general jurisdiction 
in the Court to alter trusts, go far to negative it. ({1954], 
A.C. 455; [1954], 1 All E.R. 810.) 


As regards those cases in which the Court has allowed 
maintenance out of income which the testator or settlor 
has directed to be accumulated, so that the Court’s order 
results in an alteration of beneficial interests, Lord 
Morton accepted that the jurisdiction of the Court was 
too well established to be doubted to-day, and also that it 
was to be explained as Pearson, J., had explained it in 
In re Collins, Collins v. Collins [1886], 32 Ch. D. 229, 232, 
where that learned Judge considered Havelock v. 
Havelock, In re Allen [1881], 17 Ch. D. 807, a decision of 
Sir Richard Maling, V.-C., and took the ground of that 
decision: 
. .. to be, that where a testator [or, semble, a settlor] has 
made a provision for a family, using that word in the 
ordinary sense in which we take the word, that is, the 
children of a particular stirps in succession or otherwise, 
but has postponed the enjoyment, either for a particular 
purpose or generally for the increase of the estate, it is 
assumed that he did not intend that these children should 
be left unprovided for or in a state of such moderate 
means that they should not be educated properly for the 
position and fortune which he designs them to have, and 
the Court has accordingly found from the earliest time 
that where an heir-in-law is unprovided for, maintenance 
ought to be provided for him. 
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Lord Morton considered that the maintenance cases must 
be regarded as the only real exception to the general rule. 
With regard to the last head of exception, the cases in 
which the Court has approved a compromise on behalf of 
infants and possible after-born beneficiaries, Lord 
Morton rejected the contention that the Court had an 
unlimited jurisdiction to alter trusts because: 
Where rights are in dispute, and the Court approves a 
compromise, it is not altering the trusts, for the trusts are, 
ex hypothesi, still in doubt and unascertained. ({1954], 
A.C. 457; [1954], 1 All E.R. 811.) 


In re Trenchard explained 
His Lordship then proceeded to examine the argument 
that, as there was no doubt that the Court had jurisdiction 
to approve a compromise on behalf of infants and un- 
born persons in: cases where the respective rights of 
persons interested under a will or settlement were in 
dispute, there was no logical reason why that jurisdiction 
should not extend to alterations of beneficial interests 
under a trust where such alterations were desired by 
those who were sui juris and for the benefit of infants and 
unborn persons, and that accordingly the Court had 
jurisdiction to sanction the scheme proposed in the 
present case as being a compromise. It was contended 
that the majority of the Court of Appeal had no good 
reason, in accepting the schemes put forward in Down- 
shire and Blackwell, to reject that put forward in Chapman, 
since in none of the cases was there a compromise of dis- 
puted rights, but in all of them an alteration or re- 
arrangement of beneficial interests made with a desire to 
avoid or reduce taxation. This contention did not find 
favour with the majority in the House of Lords. As 
already indicated, their view was, not that Chapman was 
wrongly decided, but that the Court of Appeal, in 
approving the schemes in Downshire and Blackwell, had 
gone too far. In reaching their decision in Downshire the 
Court of Appeal had applied Jn re Trenchard, and they 
had decided Blackwell as they had because it bore so 
close a resemblance to Downshire. In effect, therefore, 
In re Trenchard was the foundation of both those 
decisions—and herein lay the point of distinction between 
the view of those cases taken by the Court of Appeal on 
the one hand and the majority of the Law Lords on the 
other. Not that doubt was cast in the House of Lords on 
the correctness of the decision in Jn re Trenchard, but 
Lord Morton explained it by pointing out that what was 
done there was no more than the sanctioning by the 
Court of a purchase by the trustees of the widow’s rights. 
A note of dissent was, however, introduced in the House 
of Lords by Lord Cohen, who, like Sir Raymond 
Evershed, M.R., and Romer, L.J., thought that the 
jurisdiction of the Court to sanction compromises was 
not limited to the compromise of disputed rights, but 
extended to compromises in the wider meaning of the 
word, and who, furthermore, was not satisfied that the 
Court, in sanctioning a compromise in the strict sense, 
was: 

. .. not exercising a jurisdiction to alter beneficial rights. 

It is true that in such a case the right has not been defined, 
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but the right of the beneficiary is a right to that to which, 
upon its true construction, the will or settlement entitles 
him. The very essence of a compromise is that it may give 
each party something other than that which the will or 
settlement would, upon its true construction, confer on 
him. ({1954], A.C. 472; [1954], 1 All E.R. 820.) 


The noble and learned Lord went on to say that he could 
not accept the view that Jn re Trenchard involved nothing 
more than the purchase by the trustee of the widow’s 
interest; the arrangement clearly, in his opinion, in- 
volved an alteration of the quality of her beneficial 
interest. As already indicated, Lord Morton rejected 
Counsel’s argument based on Jn re Wells: in his Lord- 
ship’s view that case afforded the argument no support. 


Conclusions 

It is submitted that, though the decision of the House of 
Lords in Chapman is important, it is not altogether 
satisfactory. Its greatest value seems to lie in its approval 
of the general rule, found in Jn re New, that the Court 
may not vary the trusts of a will or settlement, and the 
affirmative expression, by Lord Simonds and Lord 
Morton (with whom Lord Asquith of Bishopstone 
agreed), of the exceptions within the ambit of the 
inherent jurisdiction of the Court to that rule, the cases 
where the property is changed but not the beneficial 
interests, the salvage cases, the maintenance cases and 
the cases of compromise of disputed rights. Expediency, 
as Lord Simonds said, is not enough. Within the limits 
of his jurisdiction it is for a Judge to exercise his dis- 
cretion whether or not to make an order in any particular 
case. 

So far as concerns the statutory jurisdiction of the 
Court under Section 64 of the Settled Land Act, 1925, and 
Section 57 of the Trustee Act, 1925, their Lordships’ 
decision gives no positive guidance but only a negative 
indication of the limits of that jurisdiction. This was 
perhaps inevitable as no appeal was—for obvious 
reasons—carried to the House of Lords in Downshire and 
Blackwell and no serious attempt seems to have been made 
before their Lordships to found on the statutory pro- 
visions the supposed jurisdiction of the Court to sanction 
the scheme in Chapman, with the result that no discussion 
of the statutory provisions by their Lordships was 
necessary. It is, indeed, difficult to see how far the Court’s 
inherent jurisdiction has been extended by the statute. 
The view taken by Sir Raymond Evershed, M.R., and 
Romer, L.J., of Section 57 of the Trustee Act, 1925, 
suggested that the freedom of the Court to sanction 
changes in the nature of the trust property might have been 
extended. For instance, it seemed that the Section might 
enable the Court to sanction such a transaction as was 
proposed in Jn re Tollemache, as being a case in which 
what was proposed was a transaction related to the 
management or administration of the trust property in 
the interests of the beneficiaries. But Jn re Tollemache 
was spoken of with approval in the House of Lords, and 
with no indication that, however correct the decision 
therein might be as regards the inherent jurisdiction, it 
must now be regarded with caution in the light of 
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Section 57. It has been stated above that Sir Raymond 
Evershed, M.R., and Romer, L.J., thought that Section 
64 of the Settled Land Act, 1925, was wider in its scope 
than Section 57 of the Trustee Act, 1925, and that they 
took the view that Downshire fell within the ambit of 
Section 64. Since the House of Lords did not approve the 
decision of the Court of Appeal in Downshire, the view of 
Roxburgh, J., that the two sections are closely analogous 
should perhaps be taken to be correct, Section 64 being 
thus no less narrow in its effect than Section 57. 

It goes without saying that Chapman is not satisfactory 
from the taxpayer’s point of view, because it closes an 
avenue to tax avoidance. The warning uttered by Sir 
Raymond Evershed, M.R., and Romer, L.J., that the 
Court would not approve schemes merely in order to 
reduce liability for tax was endorsed by Lord Morton 
who, at the close of his judgment, drew attention ([1954], 
A.C. 468; [1954], 1 All E.R. 818) to the “most un- 
dignified game of chess between the Chancery Division 
and the legislature” that might result if the position were 
otherwise—a series of moves and counter-moves as 
taxing provisions were avoided and new legislative 
measures were taken. That such a state of affairs would be 
undesirable can hardly be denied. But there remains the 
anomaly, summed up in a brief speech by Lord Oaksey 
who, while he was not prepared to differ from Lord 
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Morton’s opinion, agreed, as he said, only with the 

greatest hesitation. Lord Oaksey went on to say: 
The general rule is said to be that the Court must see that 
the trusts are executed, but it is conceded that the Court 
has no power to insist upon the execution of the trusts if 
the cancellation of the settlement is desired by all the 
parties if they are sui juris and the property can then be 
re-settled upon altered trusts. Yet where infants are con- 
cerned the Court cannot, it appears, sanction any 
alteration in the trusts under the general rule although the 
interests of the infants appear to demand the alteration. 
([{1954], A.C. 447, 448; [1954], 1 All E.R. 803.) 


The old Court of Chancery for long zealously protected 
the interests of infants, and in its turn the Chancery 
Division of the High Court has to no less extent looked to 
their welfare: it is strange indeed to find a case where the 
Court cannot hold out a helping hand to infants who, if 
they were of full age, could help themselves; where, 
indeed, to quote the words of Denning, L.J., in the Court 
of Appeal ({1953], Ch. 278; [1954], 1 All E.R. 137), it 
‘shows itself to be their own worst enemy,” unwillingly 
it may be. It seems that nothing but a new statute can now 
remove the anomaly: but what government will be so 
bold as to introduce legislation which will serve to deprive 
the Exchequer of its spoils? 


(Concluded.) 


Qualifying as an Exempt Private Company 


By H. S. A. MACNAIR-SMITH, A.c.A. 


IT MAY NOW be opportune to review the provisions of the 
Companies Act, 1948, on exempt private companies and 
to consider the details of the steps required if a company 
is to qualify for inclusion in this privileged class of 
companies. 

The Companies Act of 1947 (subsequently incorporated 
in the Companies Act of 1948) was the instrument that 
created the new class of companies. A main purpose of 
the Act was to prevent public companies from conducting 
their business through the medium of private companies 
without disclosing their affairs in the ways imposed on 
public companies themselves. It might be thought that 
the obligations under Section 150 to publish group 
accounts are alone sufficiently onerous. Nevertheless, 
the opinion that the affairs of public companies were of 
public concern prevailed to the extent of compelling 
disclosure of every detail of the sub-structure. The 
relevant Sections of the 1948 Act are numbers 127 and 
129. Section 127 requires that there shall be annexed 
to the annual return a written copy, certified both by a 
director and by the secretary of the company to be a true 
copy, of every balance sheet laid before the company in 


general meeting during the period to which the return 
relates. In addition, provision is made for certified trans- 
lations of foreign language balance sheets, for the appro- 
priate amendments to be made where the balance sheet 
does not comply with the requirements of the law in 
force at the date of the audit, and for the annexation of 
the directors’ and auditors’ reports, together with every 
document required by law to be annexed to the balance 
sheet. Since it is laid down by Section 124 that every 
company having a share capital shall once at least in 
every year make a return in the form provided (subject to 
specified exceptions for newly incorporated companies), it 
follows that the obligation to submit accounts automatic- 
ally applies to all such companies, public or private. 
Thus, as with so much of recent legislation, the Act lays 
down that the full burden of legislative requirements is to 
be borne by all—and then goes on to specify when 
exemption may be granted. 

Exemption from the stringent requirements is avail- 
able only to private companies (Section 129) and is 
granted if and only if certain conditions are satisfied in 
respect of certain periods of time and if the satisfaction of 
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A secure future 


encourages 


No worker can put his best into his 
job if he is worried about the future. 
The mental burden of provision for 
himself and his dependants is often a 
deterrent to efficiency, and although 
the Welfare State has removed the 
fear of actual want, it cannot hope 
to dispel all the financial worries 
which so often harass those who 
have retired. 

Today it is noticeable that firms 
with the highest proportion of con- 
tented workers are those which have 
made provision for their employees 


by operating Pension and Life 
Assurance schemes, such as those 
underwritten by the “ Legal and 
General ”’. Cost is met year by year 
and the employer’s contribution is 
treated as a business trading expense 
by the Inland Revenue. The result- 
ing dividends of increased efficiency 
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time and again for the relatively 
small expense incurred. 
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these conditions is certified in the required manner. The 
conditions to be satisfied relate mainly to the eligibility 
of members of the company for which exempt private 
company status is sought—and one black ball dis- 
qualifies. 

The first main condition extends the concept of the 
private company as one having a limited number of 
members, by enacting that the debenture holders are 
likewise not to exceed fifty in number (joint holders being 
counted as a single person). The total membership is 
similarly limited when exempt private companies are 
themselves registered members—all the individuals in the 
group must then be aggregated and the total must not 
exceed fifty: the group is being taken to mean the net- 
work of private companies, with its interlocking share- 
holdings. In reckoning membership there is the usual 
exception in favour of employees and former employees. 
Likewise, the trustees of trusts for company employees 
are identified with the beneficiaries. 

Special provisions hold when members are individuals 
interested under a will or settlement. The joint trustee- 
ship holding is reckoned as only a single member. But 
such a trustee holding will not be eligible for membership 
unless it represents the holding of shares in an estate of 
which the administration has not been completed, 
or is in respect of trusts established either on a will or on 
an intestacy. A settlement, however, will be eligible only 
if the beneficiaries are related to the settlor in the capacity 
of ancestor to the settlor or issue to the settlor’s parents. 
Spouses of related beneficiaries and prospective spouses 
under marriage settlements enjoy equivalent status, and 
it is also conferred upon persons taking on a failure of 
any primary class under such a settlement. (The terms 
“spouse” and “issue” are to be interpreted in their 
widest sense.) Fellow members of the company or fellow 
debenture-holders stand in the shoes of a settlor member 
or settlor debenture-holder for all purposes. Finally, a 
person of unsound mind is identified with the administra- 
tor of his interest. 

The second main condition is primarily aimed at 
depriving public companies of the benefits of exemption 
by providing that no body corporate may hold a director- 
ship of an exempt private company. The provision means, 
however, that not only public companies, but also private 
companies, and even exempt private ones, are precluded 
from holding such a directorship. Apparently the 
principle is that a corporation has neither a body to be 
kicked nor a.soul to be damned. The Act anticipated all 
loopholes by a sweeping Section enacting disqualification 
if “the company or any of the directors is party or privy 
to any arrangement whereby the policy of the company 
is capable of being determined by persons other than the 
directors, members and debenture holders or trustees for 
debenture holders.” 

The third main condition prevents public companies 
from being members of an exempt private company. It 
begins with a straightforward prohibition on all corporate 
members, save for trust corporations and for inter- 
locking shareholdings forming a group of companies 
whose ultimate membership is composed wholly of 
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individuals. Here the problem of nominee shareholders 
and debenture-holders poses itself—a problem that before 
the Act of 1947 had frequently been deemed to be the 
stumbling block of any scheme for limiting exemption. 
The problem, however, is sidestepped by excluding from 
the ranks of eligible shareholders and debenture-holders 
all persons whose registered interest does not represent a 
beneficial holding. The harshness of this provision is 
mitigated only by exceptions for shares and debentures 
pledged as security for normal financial transactions, and 
for holdings by the trustees of wills or the trustees of 
settlements in which the beneficiaries are all individuals, 
and which otherwise comply with the first main condition 
discussed above. If pledged holdings are registered in the 
names of a banking or finance company, or nominees of 
such a company, the pledgor is still regarded as a 
qualifying member, since he holds the “‘equity of redemp- 
tion.”’ If, as happens fairly often, a finance company 
acquires the beneficial interest in a holding as a means of 
providing finance, there will be no disqualification if it 
controls no more than one-fifth of the voting power. 

There is at this point a departure from the hitherto 
established principle of law that the shareholder is the 
registered holder. For in determining the status of 
would-be exempt private companies, the transferee 
named in a deed of transfer is deemed to be the holder 
from the time of execution of the transfer. Any attempt to 
avoid this identification of the true owner is defeated by 
the further declaration that no person other than the 
holder may have any interest in any share or debenture— 
and “interest” is defined to include the interest arising 
under a contract for a transfer when there is delay in the 
execution, a usual happening with a nominee holding. A 
situation to be specially noted is the holding by one 
company of shares in another, and the issue by the first 
company of debentures in part secured on the share- 
holding in the second company. It is laid down that the 
indirect interest so created may be disregarded, so that, if 
the other requirements are satisfied, both companies are 
exempt private companies. 

The ramifications of these three main conditions 
constitute a veritable morass of prohibitions, but the Act 
has nonetheless achieved a remarkable measure of 
success in freeing the family business from the burden of 
filing accounts. Amid this complex network of exclusions 
and counter-exclusions, it is perhaps not surprising that 
one important instance has been overlooked, namely that 
of the private company, otherwise eligible for exempt 
private status, which is the wholly-owned subsidiary of 
an exempt private company. The obligation to have a 
minimum of two shareholders causes the disqualification 
of the subsidiary, since one at least of its shares will be 
held by a nominee for the parent company. This flaw in 
the Act has, however, been overcome in empirical 
fashion by the Board of Trade. The Department takes the 
line that if the shares not directly held by the parent 
company are registered in the joint names of the parent 
company and some other person or persons, the interest 
of that person or those persons is not such as to deprive 
the subsidiary of exempt private company status. While it 
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may be doubtful whether the Courts would uphold this 
somewhat equivocal reasoning, the practical conse- 
quences are eminently fair. 

If a company has previously been ineligible but sub- 
sequently becomes eligible for exempt private status, 
application can be made to the Board of Trade for a 
direction, pursuant to Section 129 of the Act of 1948, that 
“in relation to any subsequent annual returns of the 
company, it shall not be necessary for the conditions 
[as to exemption] to have been satisfied before that time 
[the date of the application].”’ The certificates sent with 
any such subsequent returns must relate only to the 
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period since the time in question. Forms of application 
may be obtained from the Board of Trade, Insurance and 
Companies Department, Lacon House, Theobald’s Road, 
London, W.C.1. These must be certified by the directors 
of the company, who should forward the form of par- 
ticulars together with a letter of request for the granting 
of a direction. If it is desired to obtain exemption in the 
current year, the application must be forwarded before 
the date up to which the annual return falls to be made, 
since although in a straightforward case not more than a 
month will elapse before the granting of a direction, it is 
dated back to the date of the application. 


Top of the Bill 


THE ESSAYIST JAMES BONE once re- 
marked that there is no race like the 
English for vaunting the pedigrees of 
their businesses—“‘Established eight- 
een something,” “Established over 
fifty years,”’ “Established four genera- 
tions ago,” and so on. It might be 
added that there is no one better able 
than the auditor’s clerk to verify this 
national trait. Repeated weary bouts 
of vouching have taught him this, if 
nothing else. Even “Established 
1924” or thereabouts is considered 
worth a mention. Nevertheless, I was 
somewhat taken aback the other day 
when my eye caught the laconic 
announcement “Established 1573.” 
I once had a theatre programme 
which referred to a performance of 
Pygmalion alleged to have taken 
place on March 12, 1223. That was 
not likely; nor, it seemed to 
me, was this. Could a firm have lasted 
so long? Or was F. L. Littleboy (late 
E. J. Bottle), Builder, Decorator and 
Undertaker, an amiable and original 
practical joker? I decided to ring our 
county archivist—a wartime col- 
league—to ask him whether he knew 
that the county harboured this 
venerable undertaking. “‘Littleboy?” 
he said, “late Bottle? Oh yes, we 
know about them. Most interesting 
family, the Bottles. Been craftsmen 
in these parts for centuries. Business 
has been sold now, though. The last 
Bottle . . .” “Green?” I interjected. 


“The last Bottle,” he continued, 
passing this over, “‘did not want to 
carry it on. Shame. By the way,” he 
added, “if you know of any farmers 
with old sets of books which they 
would be willing to lodge with us,we 
should be very pleased to have ’em at 
County Hall.” “‘How old?” I asked. 
“Oh,” he replied, “‘couple of hundred 
years or so.” I rang off, discouraged. 
It’s not easy to impress an archivist 
and, anyway, most of the farmers 
round our way have registered offices 
in London, E.C.1, and use a Kala- 
mazoo system or something of that 
sort. However, I was still interested 
in Littleboy (late Bottle). His billhead 
was quite a classy affair with an em- 
bossed medallion showing a hearth 
surround and a bathroom with usual 
offices; the craftsmanship these days 
appearing to run largely to glazed 
tiles and plate glass. A pity, I thought, 
that the rest of the document did not 
live up to that venerable date. It 
should have been printed in black- 
letter and made out in Elizabethan 
italic script. It should have begun: 
Item, to icisterne... 

Perhaps I should not pursue the 
fancy further. Still, as one who has 
to look at hundreds of them, I think 
the modern type of billhead a very 
tame affair. Fifty years ago they were 
more robust. Eight, ten, twelve or 
more different sorts of ornamental 
lettering could happily be employed 


in one heading, the whole being 
incorporated in a design as complica- 
ted (if not as refined) as a Bank of 
England note. Favourite embellish- 
ments were rising suns and wild 
flowers—a melting touch, this. Who 
could fail to buy from an iron waste 
and scrap merchant who hung his 
name about with heartsease and the 
lesser celandine? The delicate tendrils 
of, say, convolvulus arvensis wind 
themselves round a sort of streamer 
hanging inconsequentially from the 
main body of the design, which bears 
some such legend as “Dry and 
Commodious Warehouses” or “‘Re- 
movals to all Parts.”” The whole is a 
nice balance of billowing shapes 
flowing where they will, eddying, 
tailing off into little curls and pig- 
tails—and bold geometrical motives, 
great circular and rectangular panels 
with intricate marginal designs, each 
spilling over like a regular cornucopia 
with its load of flower-decked in- 
formation. 

Well, times and fashions change. 
But the old does not always give way 
to the new without a struggle. When 
I was a very young audit clerk in the 
Midlands I knew an old coal dealer. 
His two sons had already spent the 
best part of their lifetimes in the 
business, but could not persuade the 
old man to let them have much of a 
say in how things were to be done. 
He disliked change—and he was 
particularly fond of his billhead. It 
showed a steam engine which would 
have been the latest thing at the time 
of the Great Exhibition, attached to 
three trucks. Despite a liberal quantity 
of what appeared to be black cotton 
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wool billowing from the funnel it 
would have been hard to imagine 
anything which looked more station- 
ary. The two younger partners 
heartily detested it, but their senior 
was adamant. One day one of the 
sons went privately to the printer and 
asked for the block from which the 
offending bills were printed. ‘““Why, 
yes, Mr. Allonzo, of course,” said 
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Benefits in Kind 


the clerk deferentially when it was 
asked for. A couple of minutes later 
he reappeared and placed the vener- 
able block on the counter. Swiftly, 
silently, but with terrible determina- 
tion Mr. Allonzo brought a small 
hammer from beneath his overcoat 
and within five minutes the ancient 
locomotive was all but unrecog- 
nisable. ““Now,”’ he said, with a sigh 
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of huge relief, “‘Print another 
off that one!”” He was usually a mild 
mannered man and the clerk edged 
away cautiously. But a little while 
later there appeared on the firm’s 
billheads a most impressive view of 
what looked like the Flying Scotsman 
pulling a vast number of piled trucks 
at a tremendous speed. Still, I liked 
the old ones better.—«G.s. 


By H. A. R. J. WILSON, F.C.A., F.S.A.A. 


In ACCOUNTANCY for July (pages 257-264) and August (pages 297-301) we reported the 
recommendations of the Royal Commission on the Taxation of Profits and Income, 
with brief discussions on a number of points. We now present the fifth of a series of 
articles giving more detailed commentaries on the major suggestions of the Royal 
Commission. The other articles in this series were: 

Enlightenment on Stock-in-Trade, by C. D. Hellyar, F.c.A., August, 1955 


(pages 301-4). 


Corporate Taxation, by Frank Bower, C.B.E., M.A., September, 1955 (pages 


341-4). 


Taxation of Income from Property, by H. A. R. J. Wilson, F.C.A., F.S.A.A., 
October, 1955 (pages 379-83). 
Streamlining the Profits Tax, by L. A. Hall, A.c.A., A.S.A.A., November, 1955 


(pages 418-21). 


THE LAW INCLUDES in its conception of income a benefit 
having money’s worth, even though it is received only in 
kind. Any weakness in tax treatment of such benefits is 
an obvious temptation to resort to them as a means of 
part remuneration, leading not only to loss of revenue 
but also to unfairness between taxpayers. 

A convertible benefit is one the recipient can turn into 
money—for example, consumer goods allowed free or at 
a reduced rate, such as a miner’s free issue of coal. An 
inconvertible benefit is one that can be enjoyed only by 
the recipient—for example, a domestic’s board and 
lodging; an employee’s free meals; a railwayman’s free 
travel; a bank manager’s living accommodation at the 
bank; a teacher’s free education for his children. 

Subject to the special legislation of 1948 for directors 
and ‘£2,000 a year’ employees, the inconvertible benefit 
escapes tax as apparently not being regarded as money’s 
worth. There is no ready means of assigning a money 
value to it; the task of so doing for every benefit and 
collecting tax would be formidable and laborious. Con- 
sistency has led to a relaxation of the rule on convertible 


benefits. Where the volume of goods allowed as a per- 
quisite does not exceed what is reasonable for the 
recipient’s own consumption, it escapes tax. 

The Royal Commission says in its majority report: “‘a 
taxable benefit arises whenever an employer discharges a 
pecuniary liability of an employee that he has not in- 
curred in the course of performing the duties of his em- 
ployment. Usual instances are the payment of the rent of 
a dwelling-house where its occupation is not part of the 
employment, or the provision of a season ticket for travel 
from home to work. Sometimes children’s school fees or 
holiday expenses are provided. This rule cuts across the 
distinction between convertible and inconvertible bene- 
fits, since the payment of a particular bill for a man gives 
him no option between personal enjoyment and realisa- 
tion. But any different rule would be contrary to common 
sense; and, presumably, the same difficulties of valuation 
do not occur as those that tend to defeat the assessment of 
the ordinary inconvertible benefit. However, liability is 
not attached to an employee’s occupation of a house if the 
occupation is incidental to the duties of his employment, 
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as it would be in the case of a lodge-keeper or level- 
crossing keeper or a colliery manager required to live in 
the neighbourhood of the mine.” 

This passage illustrates the difficulty of any logically 
consistent treatment. Such benefits are widespread and 
diverse in nature, varying from realisable goods to 
amenities such as sports grounds. Many are traditional, 
with origins free from any connection with taxation; but 
recent developments may be influenced by tax. Until 
recently, the main benefits were in the lower range of 
wages, and had little tax significance. Things are different 
today. Wages and tax are higher; benefits in kind are 
attractive. 


The 1948 Legislation 

“Speaking generally,” the legislation of 1948 applies, 
the report continues, to “directors of trading companies 
and employees whose gross remuneration (salary plus 
expenses payments and benefits in kind) amounts to 
£2,000 per annum. It makes every benefit in kind, 
convertible or inconvertible, chargeable to tax as part of 
the remuneration of the director or employee who has 
received it, except for certain limited services which are 
specified in the Act [now the Income Tax Act of 1952, 
Part VI, Chapter II]. Thus neither director nor employee 
is chargeable with (a) accommodation, supplies and ser- 
vices used wholly for business purposes on the business 
premises, or (b) meals taken in canteens where meals are 
provided for the staff generally: and an employee, but not 
a director, receives a further exemption in respect of living 
accommodation provided on the employer’s premises, if 
the employee is required to live there for the purpose of 
his duties. But, these exceptions apart, all benefits are 
brought in, even though some of them would not be 
taxable under the general law: the provision of a motor 
car, free accommodation and entertainment, free travel, 
personal services, the expenses of foreign travel. The Act 
directs that the measure of liability is to be the expense 
which the company or employer has been put to in 
providing the benefit in question.” 

Against the above background, the Royal Commission 
deals with the questions: (a) ought the law to be tightened 
up to bring benefits in kind more comprehensively under 
charge to tax; and (d) ought the 1948 legislation to be 
extended, cut down, or abolished? 

The Commission turns down (a). While all benefits 
ought theoretically to be taxed, the burden of administra- 
tion is not regarded as justifying an extension of the law. 
A change would probably disturb the wage structure. 
Complete effectiveness would be difficult to achieve. 

The Commission finds that there is no simple “Yes” or 
““No” answer to (5). The persons singled out by legisla- 
tion are placed in a position “‘which is invidious to them- 
selves and which evidently produces a great deal of minor 
irritation and administrative fuss. The action taken in 
1948 cannot be justified by the same arguments for 
directors as for employees. The director seems to be 
singled out because of the managerial authority of the 
Board as a whole. His position is different from the 
position of an ordinary employee, at any rate so far as the 
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latter is regarded as an individual not forming part of an 
organised group. On the other hand, the £2,000 a year 
employee appears to have received the special attention of 
the Legislature on the ground that he is ‘highly paid.’ 
That was the only explanation of the basis of the choice 
that was offered when the 1948 legislation was debated in 
Parliament. When we examined representatives of the 
Board on the point, they suggested that £2,000 a year 
indicated the salary of a man whom an employer might 
well be anxious to attract: and since it was of no moment 
to the employer whether he provided his employee’s 
remuneration in money only or partly in money and 
partly in kind, the more highly paid employee could be 
presumed to be the kind of person to whom benefits in 
kind were specially likely to be offered. We accepted this 
as the most probable explanation of the discrimination 
against these employees.” 

The Commissioners appear to have had an impression 
that the legislation was introduced without any real 
evidence showing its necessity. Its incidence is unfair to 
the part-time director, and taxes inconvertible benefits of 
those caught by the legislation, while those outside it 
escape. It is unreal to treat a part-time director on the 
same footing as a “controlling” director or an executive 
who gives his whole working time to the service of the 
business. 

The recommendation is that the legislation should 
cease to apply to directors as such, and that the categories 
to which it should apply should be (a) ‘*£2,000 a year” 
men as at present, and (b) any person who is a controll- 
ing director of a director-controlled company. A wife’s 
shareholding should be included in determining control. 
A director should be in the same position as an employee 
regarding living accommodation. The figure of £2,000 is 
a purely arbitrary one. The removal of the exemption for 
directors, governors, managing trustees or employees of 
charities, educational establishments and the like is 
recommended. The minority of the Commission, how- 
ever, does not agree that the exemption should be re- 
moved from employees of educational establishments, on 
the somewhat quixotic ground that a headmaster may 
have received benefits “‘from time immemorial.” 

The dissenting members take the view that the form in 
which a person obtains a receipt ought not to affect its 
taxability. Equally, his expenses claim should be the same 
whether he pays out of his salary or out of an allowance 
provided by his employer. Those caught by the 1948 
legislation were broadly those in a position to determine 
the form of their own remuneration. The dissenting 
members understand that dispensations were given 
freely at first; a number have been withdrawn; they are 
not given in the case of entertainment allowances or for 
foreign travel. They do not agree with the majority’s 
view that inspectors should be encouraged to grant more 
dispensations and say that equity requires that the 1948 
provisions should be rigorously applied. They dissent 
from the suggestion to exempt from the 1948 legislation 
directors remunerated at less than £2,000 a year; and do 
not agree that the legislation is discriminating or unfair. 
If there were important groups of persons outside the Act 
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but receiving similar benefits (which they understand is 
not the case) the remedy would be to bring them into the 
net. They think part-time directors are particularly likely 
to have benefits, as many hold multiple directorships. 


Employees’ Expenses 
The majority points out that an employee’s expenses 
may be met in one of several ways. For example: 

(a) Being paid a gross salary out of which he is expected 
to meet them; 

(6) Paying the expenses and getting reimbursement; 

(c) Incurring the expenses which are paid by the em- 
ployer (an example is signing a restaurant bill); 

(d) A round-sum expense allowance. 

They find a “curious no-man’s land” between taxable 
income and allowable expenses, with an uncertain 
frontier. Prior to 1948, the Revenue found it difficult to 
challenge any but the most obvious cases of disguised 
remuneration. The 1948 rules, where they apply, reversed 
the process. 

**Home saving” on the cost of meals and other such 
expenditure while the taxpayer is away on business is 
discussed. It seems neither fair nor reasonable to take 
‘“*home saving” into account while ignoring additional 
“home expenses.” The majority of the Commission 
thinks the Revenue should abandon this source of irri- 
tation and ill-will. The minority disagrees, saying that in 
many cases the saving would not be negligible. 

The expense of travel between home and work is dis- 
cussed, but its allowance is rejected. The repeal is recom- 
mended of the war-time measure giving relief for addi- 
tional expenses in travel as a result of war circumstances. 
If, however, a taxpayer has more than one calling, one 
should be regarded as the chief, and the expenses of 


463 


DECEMBER 1955 


travelling to the others allowed, on the analogy of 
travelling between a head office and branches. 

On the question of the allowability of expenses under 
Schedule E, the report of the majority states that, stripped 
of its verbiage, all that Rule 7 requires is that to be allow- 
able the expenses are those which the holder of the office 
or employment is “‘obliged”’ to incur in the performance 
of the duties of his office or employment. 

The nature of the income is such as to admit a wide 
range of individual choice on the expenses to be incurred. 
The contrast between what the employer or the employ- 
ment requires and what the employee decides to do is not 
nearly as absolute as is assumed by the orthodox line of 
argument. In many employments the true obligations 
cannot be precisely defined. Often the taxpayer himself 
must be the interpreter of the obligations of his office. The 
present form of Rule 7 bears hardly on professional men 
who cannot get relief for maintaining and increasing 
their professional knowledge. 

Various methods of altering the rule are discussed; the 
recommendation is a rewording of the Rule on less 
restricted lines—to allow the deduction of all expenses 
reasonably incurred for the appropriate performance of 
the duties of the office or employment. “Self improve- 
ment” would be covered only so far as fairly related to the 
duties of the current employment. The test of an expense 
would be an objective one. 

The Commission suggest that it would be a valuable 
experiment if a small liaison unit under the Board were 
charged with the duty of harmonising the treatment of 
comparable cases and supplying inspectors with informa- 
tion about the allowances given in different areas. The 
Board’s annual report could familiarise taxpayers with 
the progress of interpreting the proposed rule. 


The Budget and the Finance Bill 


THE FINANCE BILL brought in to give 
effect to the Budget resolutions con- 
tains five Clauses and three long 
schedules. The first Clause deals with 
the purchase tax amendments and is 
amplified by the first schedule. 
Clause 2 provides for the increase 
in the profits tax as from November 
1, 1955, to 274 per cent., the non- 
distribution relief being increased to 
25 per cent. An accounting period 
overlapping that date will be divided 
into two separate chargeable accoun- 
ting periods, so that the appropriate 
rates can be applied. The second 
schedule deals with the transitional 


provisions on the familiar lines 
applied on former occasions of a 
change in rate. The usual provision 
is included to prevent any benefit 
being obtained from an increased 
dividend paid after October 26 and 
before November | in respect of a 
period ending before the latter date. 

Clause 3 provides for the increase 
in the limits on the amounts which 
Lloyd’s underwriters may deduct for 
sur-tax purposes in respect of sums 
paid under approved schemes to trust 
funds to meet future losses. The 
present limitation is £5,000 or 35 per 
cent. of the profit, whichever is the 


less; this is to be increased to £7,000 
or 50 per cent. of the profit, which- 
ever is the less, and will be effective 
for the underwriting year corres- 
ponding to 1955/56 and for future 
years. The necessary amendments 
are included to make it clear how 
withdrawals to meet losses are to be 
dealt with and also what is to happen 
when an underwriter dies. 

Clause 4 deals with the device 
known as “dividend stripping” (also 
nicknamed “the Indian rope trick”’). 
Avoidance of sur-tax took place in 
the following way: The owner of 
the shares of a company with a 
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capital of £100,000 and accumulated 
profits of £200,000, represented by 
cash surplus to its requirements, 
would look for a finance company 
willing to buy the shares for £300,000. 
This, of course, would be capital in 
the hands of the vendors. The finance 
company would then cause the com- 
pany whose shares have been sold to 
declare a dividend of £200,000 net. 
The £100,000 trading assets left in the 
hands of the orginal company would 
be sold to another company owned 
by the vendors of the shares for 
£100,000, which the finance company 
would get by winding up the original 
company. It will be seen, therefore, 
that the original owners of the 
business were left with £200,000 in 
cash and their original business. The 
finance company, having bought the 
shares for £300,000 and sold them for 
£100,000, had made a loss of £200,000 
on which it would get relief against 
its other income—i.e. the dividend 
(grossed). 

The above figures are over-simpli- 
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fied because the finance company 
would have to allow for the profits tax 
payable (group treatment could re- 
duce this from the date of purchase); 
but readers will be able to see the 
general idea underlying the scheme. 

Under the Clause, where a person 
engaged in carrying on a trade which 
includes dealing in shares or other 
investments becomes entitled to re- 
ceive a dividend upon a holding of 
Ordinary shares sold or issued to him 
after October 26, 1955, and not more 
than six years before the date on 
which the dividend becomes payable 
and the dividend is to any extent paid 
out of profits accumulated before the 
date of acquisition of the shares, then 
if his interest amounts to 10 per cent. 
or more of the Ordinary shares, the 
net dividend is to be brought into 
account as profits of his trade, as if it 
had not borne tax. If the person 
entitled to the dividend is exempt 
from income tax, e.g. a charity, the 
exemption is not to apply to such a 
dividend. The third schedule con- 


Taxation Notes 


Profits Tax—Loans Repaid 

The question has been asked: “what 
is the position if a loan to a member 
of a director-controlled company is 
repaid in a year when the profits 
(before abatement but including 
franked investment income) do not 
exceed £2,000?” The answer is that 
unless the gross relevant distribution 
exceeds the said profits plus franked 
investment income, the net relevant 
distribution is nil and no relief for the 
profits tax on the loan can be given 
in that year. Relief will be given 
against the net relevant distributions 
of the first year(s) in which they 
arise. 


Illustration. A loan of £1,000 made 
to a member of a director-controlled 
company in 1952 increased the profits 
tax payable by £167. It was repaid in a 
year when the profits before abatement 


were £1,800 and the franked investment 
income £100. The taxable profits are 
therefore abated to nil. 

If the gross relevant distribution is 
not more than £1,900, the net relevant 
distribution is nil and the relief will be 
given in the future. 

Had the gross relevant distribution 
been £2,500, the net relevant distribu- 
tion would be the excess of that amount 
over £1,900, i.e. £600. 

That would be cancelled out by £600 
loan repaid, giving relief of £600 at 
20% =£120. There would be £47 tax 
still to be relieved, i.e. £47 x op £235 
would be deducted from the next net 
relevant distribution if non-distribution 
relief remained at 20 per cent. 


Tax Reserve Certificates 
The increase in the rate of interest on 
tax reserve certificates to 2} per cent. 


1955 


tains rules for ascertaining whether a 
dividend is to be regarded as paid out 
of profits accumulated before a given 
date. 

Clause 5 is the usual general one 
stating how the Finance (No. 2) Act, 
1955, is to be construed. There is a 
fourth schedule dealing with enact- 
ments repealed. 

In his Budget speech the Chancellor 
said he did not propose to withdraw 
the investment allowance, nor was he 
ready to make up his mind on the 
permanent alterations in the profits 
tax recommended by the Royal 
Commission. He said that he had 
decided, at any rate for the present, 
that to charge a single flat rate of 
profits tax in lieu of the existing 
differential rates was not a change 
directed to our present needs. He 
was also reluctant to increase the rate 
of profits tax on amounts put to 
reserve. He also said that he was far 
from convinced by the arguments of 
the minority of the Royal Commis- 
sion in favour of a capital gains tax. 


per annum raises two questions: 

(1) Is it equitable to fix the rate by 
reference to the date of purchase, so 
that certificates bought now bear 
interest for up to two years at 2} per 
cent., whereas certificates already 
bought carry much lower rates? This 
difference is material when the gross 
equivalent of the interest is con- 
sidered. 

(2) Why does the Chancellor of the 
Exchequer think it right to exempt 
the ‘interest from income tax (in- 
cluding sur-tax) with the result that 
the real rate of interest in terms of 
income can reach as much as 334 per 
cent. per annum? The higher a 
person’s income, the higher the real 
rate of interest he receives. 

Illustration. If a man with a sur-tax 
bill of £7,000 had bought £7,000 tax 
reserve certificates more than two years 
before the due date of the tax, he would 
be allowed to surrender £6,650 of the 
certificates and be credited with £332 
10s. Od. interest thereon. The remaining 
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£50 certificate would be repaid without 
interest or could be surrendered in pay- 
ment of other tax. 

The interest allowed leaves in his 
pocket £332 10s. Od. of his net income. 
As he is liable on his income over 
£15,000 to income tax, including sur-tax, 
at 18/6 in the £, this has the same effect 
as if £2,216 of gross income had 
escaped tax for each of two years. 

This is proved as follows: 

Had he £6,650 invested to bring in 334 per 

cent., his income would be increased by 

£2,216 a year. In two years the income 

would be 4.432 


£332 


Less income tax at 8/6 and sur-tax at 10/- - 
Net income 
Approximate 


effective 
rate per cent, 


Total income Top rate of 
tax 


“Actually, if the interest is regarded as added to the 
total income, the rate of tax would become 12/- and 
the effective rate per cent. 6:25. Similar increases 
would apply to the higher incomes as well. Thus an 
addition to £15,000 would carry a tax rate of 18/6, 
making the interest effectively 334 per cent. 


“Current Law” Income Tax Acts 
Service 

Release No. 26 of Clitas, dated 
October 15, 1955, includes numerous 
digests of tax cases, new regulations 
on employments, the text of consular 
conventions and further double taxa- 
tion orders. 

The Budget Release, No. 27, was 
issued on October 28, 1955, only 
two days after the Budget. It includes 
a full report on the Budget resolu- 
tions affecting income tax and profits 
tax. Each resolution is set out in full 
and is followed by a commentary 
explaining the effect of the resolu- 
tion, with appropriate extracts from 
the Chancellor’s speech and the 
White Paper. The Service has also 
issued the Finance Bill, excluding the 
purchase tax provisions, as Release 
No. 28, dated November 8, 1955, 
A clear and concise commentary is 
provided for each Clause, with 
relevant cross-references. 


Profits Tax—Increase in Rate 

The increase in the rate of profits tax 
means that where there is no franked 
investment income the maximum 
proportion of its profits which the 
company can distribute is now 66% 
per cent. 


Proof: 
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Assume profits £100,000 for both income tax and profits tax. 


£100,000 at 274 per cent. = 
66,667 


Net relevant distribution 


Non-distribution relief .. 


Say 
Income tax at 8/6 


Dividend .. 
Less income tax at 8/6 


Total paid away 


Yet there is non-distribution relief— 
and its contingent liability! 


Reduced Rate Relief 

The provision that a wife earning 
income attracts further reduced rate 
relief has some peculiar results, as 
will be seen from the examples below 
(in which National Insurance con- 
tributions are ignored so as not to 
confuse the figures). It is essential to 
remember that the additional re- 
duced rate relief applies only to the 
amount of the wife’s earned income 
remaining after deducting from her 
total earned income her National 
Insurance contribution (if any) and 
any amounts or allowances which 
could not have been taken into 
account but for the existence of the 
wife’s earned income. 


Illustration (1) 


Husband's Earned Income .. 
Wife’s Earned Income 
Unearned income 


Life Assurance premiums 


Wife's earned 
income incl 
in total income 


Total 
income 
£ 


Earned, H. ai 1,800 
Earned, W. iu 400 400 
Unearned .. 300 
2,500 
Earned Income Re- 
lief (E.1.R.) 
Personal Allowance 
(P.A. aa 
Additional Personal 
Allowance (A.P.A.) 140 
Life Assurance Re- 


lief (L.A.R.). 
2/Sths x £417 = 167 


£33,333 at 25 per cent. 


£ £ 
27,500 0 0 


8,333 6 0 


Profits tax £19,166 14 0 


19,167 
42,500 
66,666 12 0 
28,333 6 


Say 38,333 
£100,000 


Had there been no wife’s earned in- 
come, the husband’s reliefs would have 


"ALR. 2/Sths x £350 


The life assurance premiums are 
restricted to one-sixth of the total in- 
come, i.e. £417. Without the wife’s 
earned income, the amount would be 
4 x £2,100=£350. Relief on } of £400= 
£67 can therefore be given only because 
of the existence of the wife’s earned 
income. 

Therefore the allowances flowing from 
the existence of the wife’s earned in- 
come are: 

R 


PA. 


Reduced rates are therefore charge- 
able as follows: 
Husband Wife Total 
£ £ £ 
at 2/3 60 120 
4/9 123 273 
6/9 150 
Leaving chargeable at 8/6 


Illustration (2) 


Earned 
(No other income) 
E.LR. 143 
_ 240 


Chargeable at 2/3 
4/9 
6/9 


a 


| 
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£3,000 11/-* 5.55 
3/000 13/- 7.14 
10,000 16/- 12.5 
15,000 18/- 25 
£ 
L 140 
| £780 
L 
£217 
£ 
1,800 
400 
300 
£2,500 
£500 
) 640 
142 
140 
282 
£257 £358 
60 615 0 6 615 
150 3512 6 150 35 12 
27 is 17 3 49 19 
£58 4 9 £92 6 
Cr £1,503 £183 Total Tax .. £15011 3 
| 
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Illustration (3). No wife’s income. 
£ 
Husband earned 1,280 
E.LR. .. 285 
P.A. 240 
£755 
First £360 . 9300 
At 8/6 £395... 167 17 6 
£260 17 6 


The increase in tax payable compared 
with Illustration (2) arises from the loss 
of the wife’s reliefs: 


gs 4 
£140 at 8/6 59 10 0 
60 at 6/3 18 15 0 
150 at 3/9 28 2 6 
148 at 1/9 1219 
19 6 6 

Less Additional Reduced Rate Relief 
to husband, £103 at 1/9 .. ss 9 0 3 
£110 6 3 


Had the income all been the wife’s, 
the position would have been better, in 
that her additional personal allowance 
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would reduce the tax payable by £140 
at 8/6=£59 10s. Od. There could only be 
one set of reduced rate reliefs, however. 


Illustration (4) 


Husband Wife 
£ £ £ 
Earned. . - 900 
Unearned 600 - 200 
E.LR. ‘a - - 
P.A. -. 240 140 
Child Allow- 
ance 100 - 
Dependant Al- 
lowance .. 60 - 
400 340 
£200 £560 £200 
Chargeable at 2/3 £60 £60 - 
4/9 140 150 £10 
6/ - 150 150 
8/6 - 200 


Here, the balance of the husband’s 
reduced rate can be set against the wife’s 
unearned income. Had she had no un- 
earned income, however, the said 
balance would have been lost. 

In no circumstances can a balance of 
reduced rate on the wife’s earned in- 


Recent Tax Cases 
By W. B. COWCHER, 0.B.E., B.LITT. 


Income Tax 


Settlement—Power to release sums from 
settlement— Whether power to determine 
provision of settlement—Finance Act, 
1938, Section 38. 


Saunders v. C.1.R. (Ch. July 27, 1955, 
T.R. 227), like so many other cases, 
arose out of the different meanings 
possibly attaching to single words by 
reference to their context. Here, the word 
was “provision” as used in Section 38 (1) 
and Section 38 (2) of the Finance Act, 
1938. Two sums of £100 and £25,000 had 
been held by the Special Commissioners 
to be comprised in one settlement, 
the terms of which had been set out in a 
deed of July 25, 1951; and, for the pur- 
poses of the appeal, but only for that 
purpose, the Revenue did not challenge 
this conclusion. The issue before the 
Court arose out of Clause 4 of the 
settlement, whereby the trustees, subject 
to the consent in writing of the settlor 
during his life, could apply capital of the 
trust funds for the benefit of any one or 
more to the exclusion of the other or 


others of the class specified in the deed, 
freed and released from the trusts, but 
subject to the limitation that the trust 
funds remaining after such application 
should not be reduced below £100 in 
value. By Section 38 (2) of the Finance 
Act, 1938: 
If and so long as the terms of any settie- 
ment are such that: (a) any person has or 
may have power . . . to revoke or other- 
wise determine the settlement or any 
provision thereof .. . 
and in Berkeley v. Berkeley (1946, A.C. 
555; 25 A.T.C. 209) it had been held in 
the House of Lords, to quote from the 
speech of Lord Symonds, that “‘pro- 
vision” : 
is a word of diverse meanings which slide 
easily into each other. It may mean a 
clause or proviso, a defined part of a 
written instrument. Or it may mean the 
result ensuing from that which is pro- 
vided by a written instrument or part of 
it. 


The Special Commissioners had taken 
the view that “‘provision”’ in Section 38 
(2) was capable of bearing the second of 
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come be used against any other income. 
Illustration (5) 


Wife 

Earned 540 

Unearned .. 1,400 - 
E.LR. - 120 
P.A. 240 140 

260 

£1,160 £280 

ble at 2/3 £60 - 

4/9 150 £60 

6/9 ae 150 150 

8/6 a 800 70 


Unilateral Relief 

It is regretted that in the illustration 
on page 425 of the November issue 
the earned income relief and the sur- 
tax payable were overlooked in cal- 
culating the appropriate rate of 
British income tax. Fortunately, the 
principles are unaffected, once the 
appropriate rate has been calcu- 
lated. 


the two meanings referred to by Lord 
Symonds. Counsel for the appellant 
contended that “provision” in sub- 
Section (2) had the same meaning as it 
had in sub-Section (1) where the 
references in sub-paragraphs (a) and (d) 
are to “annual payments payable by 
virtue or in consequence of any pro- 
vision of the settlement.” Although 
Wynn-Parry, J., disclaimed any inten- 
tion of giving a different meaning to 
“provision” in the two sub-Sections, it 
was clearly arguable that in sub-Section 
(1) the word had the first of the two 
meanings mentioned by Lord Symonds 
and related to one of the “‘terms” of the 
settlement. The Judge, however, held 
that, in the phrase “to revoke or other- 
wise determine the settlement,” if the 
word “provision”’ were merely “‘a defined 
part of a written instrument,” to quote 
Lord Symonds, it would have been un- 
necessary to include “or otherwise 
determine,” the use of the word “re- 
voke” being, from the conveyancer’s 
point of view, the natural word to use 
whether revocation was to extend to the 
whole or only to specific parts of the 
settlement. He held that the word 
“determine” was an apt word to use 
where the power to be given to the trus- 
tees was to bring to an end some benefits 
provided. Without this interpretation, as 
the Crown had pointed out, it was 
difficult to see how the proviso to 
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“That’s the word,” simpered 
his secretary, “that’s what 
Ford’s blotting paper does! 
It just goes on soaking and 
soaking the ink up. It soaks so 
well that it just never blots 

or smudges.” 


.havered the statistician. 


““There’s no ‘h’m’ about it,” said his secretary. “I’ve 
got some Ford’s today, and I’m going to get it always. 
It’s absolutely insatiable—it practically pursues the 

ink. And it goes on until you’d think it couldn’t blot any 
more—and then it blots some more.” 


“Ah,” said the statistician. 


‘“‘Ah,” echoes his secretary. “I’m always going to see 
you get Ford’s. You’ll love the bright modern colours as 
well, I know.” 

* 


The insatiable blotting paper 


Obtainable from all stationers and stores 
throughout Great Britain and Eire 


A sample book of Ford’s blotting paper 
will be sent on request 
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Today an increasing number of 
responsible people are turning to 
the professional man for advice on 
questions, in relation to their per- 
sonal affairs, which call for up-to- 
date knowledge of specialised 
subjects. 

The United Kingdom Provident is 
in a particularly strong position to provide you with 
information on all topics relating to Life Assurance. 
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figures are the highest ever. Current bonus rates are 
40/- and 42/- per cent per annum and they are 
compound. 

Many professional men already act as agents for the 
U.K. Provident, why not you? The fullest details will 
be sent entirely without obligation, on hearing from 
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UNITED KINGDOM 
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e For new ideas in business... 
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FEED YOUR FORMS 
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and speed your accounting 


The Front-Feed Typewriters designed by 
Remington Rand are uncanny in the way 
they give easy feed and release, automatic 
alignment and ejection of forms. 

They are planned to speed and simplify 
accountancy for the smaller business : and pay 
for themselves over and over again in terms 
of man-hour savings. 

Front-Feed Machines come in a range of 
three — Automatic Front-Feed, Fix-Feed and 


C-Feed. Thus, there is a version that is made- 
to-measure to suit the needs of your own 
accounts department. 


Front-Feed Machines are merely one of the 
many modern methods devised by Remington 
to stream-line the day-by-day efficiency of 
business operations. The Man from Remington 
Rand will gladly call upon you to discuss their 
application to your own problems — without 
obligation. 


Send for the man from 


Tick which you prefer 
NAME ........... 
Tell me more about 
Front-Feed Machines ADDRESS 


Arrange for your representa- 
tive to call by appointment 


Send me informa- 
tive literature, free 


REMINGTON RAND LTD., 


1-19 NEW OXFORD STREET, LONDON, W.C.1 
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Section 38 (2) could have any operation 
at all. Upholding the decision of the 
Special Commissioners in favour of the 
Revenue, his Lordship referred to the 
recent case of C.J.R. v. Countess of 
Kenmare, where the same sub-Section 
was considered by Danckwerts, J. He 
expressed the opinion that in the case 
before him the latter would have come 
to the same conclusion. And so, although 
he did not base himself on that judg- 
ment, he considered that it supported 
to a great extent his own construction of 
the sub-Section. 

Whilst the decision was no doubt in 
accordance with the intentions of the 
framers of Section 38, it is curious that 
the wording of. an anti-avoidance 
enactment should be so open to 
criticism and still more so that this 
should have remained unrevealed for so 
many years. 


Income Tax 


Interest received—Appeal against as- 
sessments under Case III of Schedule D 
—Claim to set off contra claims against 
the Revenue—Income Tax Act, 195], 
Section 51. 


Collis ». Cadle (Ch. July 15, 1955, 
T.R. 219) arose out of assessments 
made upon the appellant in respect of 
interest admitted to have been received 
from his wife’s holding of 24 per cent. 
Defence Bonds. His grounds were that 
he had certain contra claims against the 
Revenue including post-war credits and 
in respect of property owned by his 
wife. These claims were not admitted by 
the Revenue and in any case could not 
be advanced by way of appeal against 
the Case III assessments. The General 
Commissioners had held that they had 
no jurisdiction to go into the matters 
which the appellant had urged upon 
them, and Wynn-Parry, J., upheld 
their decision. As usual in such cases, the 
appellant appeared in person; and the 
judge gave him some sound advice on 
how he should proceed in order to get 
his grievances examined and dealt with. 


Income Tax 


Machinery and plant used in dental 
surgeon’s practice—Sale of practice— 
Apportionment of consideration—In- 
come Tax Act, 1952, Sections 326 (1), 
329 (1). 


Fitton ». Gilders and Heaton (In- 
spector of Taxes) (Ch. July 13, 1955, 
T.R. 197) was a small case with inter- 
esting features, both of them novel. 
There were two respondents, the first 


being one of the two principals in a 
contract for the sale and purchase of 
the practice of a dental surgeon, the 
second respondent being the Inspector 
of Taxes, representing the Revenue. So 
far as the writer is aware, this was the 
first occasion upon which there had 
come before a Court a question of the 
apportionment of sale consideration 
between vendor and purchaser arising 
out of the plant and machinery legis- 
lation of the Finance Act, 1945. The 
appellant, Mr. Fitton, was a dental 
surgeon who had sold his practice to the 
first respondent, Mr. Gilders. Included 
in the sale was certain furniture and 
equipment which had been profession- 
ally valued at £1,445, and this figure had 
been taken as their value for the purposes 
of a draft agreement between the par- 
ties. It seems, however, that Mr. Gilders 
had to ask his bank to finance the pur- 
chase and that for some reason or other 
the bank manager would not agree to 
do this unless that part of the total con- 
sideration attributed to the goodwill 
was substantially increased. In conse- 
quence, £1,000 had been taken off the 
price of the furniture and effects, and in 
the formal contract of purchase and 
assignment this price had been reduced 
to £445 and the goodwill element in- 
creased correspondingly. 

Before the 1945 Act, the allocation of 
the total consideration in a contract or 
contracts for the transfer of the owner- 
ship of a business had long been a 
matter in which the amount of Stamp 
Duty payable and the wear and tear 
allowances obtainable by the purchaser 
were apt to depend largely upon what 
were in effect collusive agreements 
between vendor and purchaser. One 
object of the 1945 legislation was to 
curtail the serious loss to the Revenue 
from this practice, and by what is now 
Section 326 of the Income Tax Act, 
1952, where more than one “property” is 
comprised in one “bargain” there has to 
be a “just apportionment” of the sale 
consideration irrespective of the legal 
form or forms in which the bargain 
may be embodied. By virtue of other 
provisions of the 1952 Act, any dispute 
between the taxpayer and the Revenue 
has to be determined as an appeal under 
Case I of Schedule D. The system of 
balancing charges and allowances intro- 
duced in 1945, is, however, one in 
which, as in the present case, “just 
apportionment” of the sale considera- 
tion may be subject of dispute between 
vendor and purchaser. This contin- 
gency was provided for by what is now 
Section 329 (1) of the 1952 Act. Under 
it, the issue is to be determined as if it 


were an appeal against an assessment 
under Schedule D. The General Com- 
missioners had fixed £1,445 as the value 
of the furniture and equipment in a 
“just apportionment” of the sale con- 
sideration, i.e. they had adopted the 
professional valuation made prior to the 
drawing up of the draft agreement. 
Although the conduct of the appeal 
before the Commissioners and their 
stated case had been strongly and ap- 
parently justifiably criticised by the 
appellant’s counsel, Wynn-Parry, J., 
upheld their decision and held that they 
had addressed themselves to the right 
question in law and that there was 
evidence before them to justify their 
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finding of fact as to what was a just 
apportionment. He added that he did 
not see how they could have come to 
any other conclusion. 

The other novel element in the case 
was the Inspector’s role as second 
respondent. If the reader will study the 
terms of Section 329 (1) ne may share 
the present writer’s impression that it 
gives no locus standi to the Inspector 
although the Commissioners may, and 
probably should, avail themselves of his 
assistance as amicus curiae. The point 
was apparently not raised in the present 
case. 


Income Tax 


Trade—Isolated transaction—Purchase of 
cotton-spinning plant with intention of 
resale—Resale at profit—Whether an 
adventure in the nature of trade—Income 
Tax Act, 1918, Section 237—Schedule D, 
Case I. 


Edwards y. Bairstow and Harrison 
(House of Lords, July 25, 1955, T.R. 
209) was noted in our issues of Septem- 
ber, 1953 (page 299), April, 1954 
(page 148) and August, 1954 (page 311), 
the last-mentioned note being an ex- 
tended one. The respondents had pur- 
chased certain cotton-spinning plant 
with the sole intention of selling it at a 
profit as soon as possible. Failing to 
sell it in one lot, they had ultimately 
disposed of it in five separate trans- 
actions spread between 1946 and Feb- 
ruary, 1948, realising a profit of 
£18,000. On appeal, the General Com- 
missioners had held that “this was an 
isolated case and not taxable,” a finding 
which had caused Upjohn, J., to remit 
the case to the Commissioners for legal 
argument on whether the transaction, 
although isolated, amounted to an 
“adventure in the nature of trade” 
and so was within the ambit of Case I 
of Schedule D by virtue of Section 237 
of the Income Tax, 1918. After further 
hearing, the Commissioners had found 
that it was not; and Wynn-Parry, J., 
had held that he was bound by this 
finding: 

unless on the facts their decision was so 

wholly perverse that no _ reasonable 

men, directing their minds intelligently to 

the evidence, could have arrived at the 

opinion. ... 
In the Court of Appeal, the Master of 
the Rolls, giving the judgment of the 
Court, said that whether a transaction 
of purchase and sale constituted an 
“adventure in the nature of trade” was 
a question of fact with which the Courts 
in England would not and could not 


ACCOUNTANCY DECEMBER 


interfere in the absence of: 
some plain and material misdirection to 
be observed in the stated case or where it 
can be shown there was no evidence to 
support such conclusion. 


The conclusion of Upjohn, J., and 
Wynn-Parry, J., was, therefore, held to 
be the right one. In the House of Lords 
this decision was unanimously reversed 
in favour of the Crown, Lords Simonds 
and Radcliffe giving the only speeches, 
Lord Tucker simply saying that the 
appeal should be allowed, and Lord 
Somerville concurring with the opinion 
of Lord Radcliffe. 

The case is one of the greatest im- 
portance in its particular field. The 
English view has been based for the 
most part upon the judgments of the 
majority of the Court of Appeal in 
Cooper v. Stubbs (1925, 2 K.B. 753; 
4 A.T.C. 373; 10 T.C. 29) and of the 
House of Lords in Leeming v. Jones 
(1930, A.C. 415; 9 A.T.C. 134; 15 T.C. 
333), two cases which, in his last note 
on the case, the present writer charac- 
terised as not entirely satisfactory. As 
regards the former case, Lord Rad- 
cliffe said that Rowlatt, J., had been pre- 
pared to overrule the Special Com- 
missioners’ determination that no trade 
existed because they had given “the 
wrong name to a state of facts which in 
law amount to something else,” but that 
in the Court of Appeal the majority did 
not agree with him, holding that it 
would not be right to do so. Lord Rad- 
cliffe added that they were not rehearing 
Cooper v. Stubbs, though he could say at 
any rate that he preferred the view 
that was there held to be wrong. As to 
Leeming v. Jones, Lord Radcliffe said he 
could see nothing more in anything said 
in “‘this House” than had been said in 
other cases mentioned by him where it 
had been held that where the facts 
warranted a determination either way 
it was a question of degree and there- 
fore of fact: 

The only thing that I would deprecate is 
too much abbreviation in stating the 
question, as by asserting that it is simply 
a question of fact whether or not a 
trade exists. /t is not simply a question of 
fact. The true clue to the understanding 
of the position lies, I think, in recalling 
that the Court can allow an appeal from 
the Commissioners’ determination only 
if it is shown to be erroneous in law. 


As to the last sentence of this quotation, 
Lords Simonds and Radcliffe were in 
agreement that a decision was erroneous 
in law if a transaction had the charac- 
teristics of an adventure in the nature of 
trade and if, as Lord Simonds said, as in 
the case before them “‘all the admitted 
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or found facts point one way and the 
inference is the other way.” In such a 
case, he said, it was easy either to say 
that the Commissioners had made a 
wrong inference of fact because they had 
misdirected themselves in law or to 
make a short cut and say that they had 
made a wrong inference of law. Both of 
their Lordships considered that the 
divergence between the English and 
Scottish views was not one of principle 
but a difference of opinion on the extent 
of the field of permissible interference 
with Commissioners’ findings. Both of 
their Lordships were of emphatic 
opinion about the nature of the trans- 
action under consideration. To quote 
Lord Simonds: 

. .. I think that there has been no case 
cited to us in which the question, how- 
ever framed, whether the determinaticn 
of the Commissioners was maintainable, 
could be answered more clearly and 
decisively than in the present case. 

The result is, in effect, a victory for 
Scotland and commonsense, although 
Lord Simonds said in his speech that in 
so far as there was divergence between 
the English and Scottish approach it was 
the former which was supported by the 
previous authority of “this House.” 
Referring to the last words of the 
writer’s last note on the case, it is in- 
teresting to observe that all four of their 
Lordships were English. 


Income Tax 


Foreign possessions—Foreign partner- 
ship—-Termination during year of 
assessment— Remittance basis— What ine 
come taxable—Income Tax Act, 1918, 
Schedule D, Case V, Rule 2—Finance 
Act, 1926, Sections 29 (1), 31 (1), 37. 


In Joffe vy. Thain (Ch. July 14, 1955, 
T.R. 205), the appellant was a doctor 
who had carried on practice in South 
Africa as member of a partnership 
which expired upon December 31, 
1949. For 1949-50 he was resident but 
not domiciled in the United Kingdom 
and as such was assessable upon the 
remittance basis. Upon March 2, 1950, 
he had received in the United Kingdom 
£300, representing his share of the 
partnership profits for periods prior to 
December 31, 1949, but not previously 
remitted. Assessed upon this sum, he 
claimed that by virtue of Sections 29 (1) 
and 31 (1) of the Finance Act, 1926, his 
liability for 1949/50 was restricted to 
his share of the profits of the partner- 
ship for the period from April 6, 1949, 
to December 31, 1949, the date of the 
permanent discontinuance of the 
partnership. And as no part of this 
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share had been remitted the assessment 
was Claimed to be invalid. The Special 
Commissioners had confirmed the as- 
sessment, and Wynn-Parry, J., in a 
short judgment, affirmed their decision. 

The judgment was very brief; but, 
before considering it, the relevant legis- 
lation needs to be referred to. By 
Section 29 (1) of the Finance Act, 1926, 
the preceding year was substituted for 
the three years’ average as the basis of 
assessment : 


and any income tax in respect of profits 
or gains or income chargeable under 
Case I, Case II, Case IV, or Case V of 
Schedule D which would but for the 
foregoing provisions of this section have 
been computed as aforesaid shall be 
computed, subject'to the provisions of this 
Part of this Act and subject as hereinafter 
provided, on the full amount of the profits 
or gains or income of the year preceding 
the year of assessment. 


By Section 31 (1): 


Where in any year of assessment, a trade, 
profession or vocation is permanently 
discontinued, then, xotwithstanding any- 
thing in this Part of this Act— 

(a) the persons charged or chargeable 
with tax in respect thereof shall be 
charged for that year on the amount of 
profits or gains of the period com- 
mencing on the sixth day of April in that 
year and ending on the date of the 
discontinuance. . . . 


On the basis of the above statutory 
provisions the judgment of Wynn-Parry, 
J., as reported, reads as follows: 


The first Section with which I am con- 
cerned is Section 29 (1). Mr. Young’s 
main argument was that on the true con- 
struction of that Section, the whole of 
Rule 2 of the Rules applicable to Case V 
of the Income Tax Act, 1918, has ceased 
to have any effect, and that in complete 
substitution therefore the latter part of 
sub-Section (1) is to be looked at. 
[Note. The last part of this sentence is 
unintelligible and is probably a matter of 
misreporting]. Now, I do not so read 
Section 29 (1). It appears to me, looking 
at the sub-Section for the moment 
unaided or unembarrassed by any 
authority, that its clear intention was 
merely to substitute [the preceding year 
for the three years average]. However, 
the matter is, I think entirely covered by 
authority because I read the judgments 
. . . in Timpson’s Executors v. Yerbury 
(1936, 1 K.B. 645; 15 A.T.C. 1; 20 T.C. 
155) as proceeding quite clearly on the 
basis that Rule 2 of the Rules applicable 
to Case V remains in force except to the 
extent that it has been amended by the 
Finance Act, 1926... . 


As regards Timpson’s case, the assess- 
ments there under appeal were for the 
years 1924/25, 1925/26 and 1926/27, 
whilst, by virtue of Section 37 (2) of 


Finance Act, 1926, the alterations in 
basis: 

shall, except as otherwise provided, come 

into operation on the sixth day of April, 

1927. 

That is to say, 1927/28 was the first 
year of their application and, even 
assuming that the issue in Timpson’s 
case was similar—a somewhat large 
one—it is not easy to see how it applied. 
Apart from this, it is difficult to under- 
stand why Counsel had argued as stated 
by the judge. It would seem more 
probable that his real point—a neat 
one—was something like the following: 

(1) A profession is a_ profession 
whether it be carried on in the United 
Kingdom or abroad and the permanent 
discontinuance provisions of Section 
31 (1) are applicable generally irres- 
pective of where it is carried on. 

(2) By reason of the words in Section 
29 (1) and Section 31 (1) italicised 
above, in the case of the discontinuance 
of a profession carried on abroad, and 
only in that case, the provisions of 
Section 31 (1) on the basis of assessment 
for the year of discontinuance super- 
sede the provisions of Rule 2 as modified 
by Section 29 (1), but, apart from this, 
that Rule remains operative. 


Income Tax 


Schedule E—Emoluments of office or 
employment—Extra hours worked— 
Sums paid to defray cost of meals—De- 
duction for extra expense of restaurant 
meals—Income Tax Act, 1918, Schedule 
E, Rule 9—Income Tax Act, 1952, 
Schedule 9, paragraphs 5, 7. 


Sanderson y. Durbidge (Ch. July 26, 
1955, T.R. 221) was an appeal by the 
Revenue against a decision by General 
Commissioners who had found that 
sums paid by a borough council to one 
of its employees when it was necessary 
for him to work late to meet the cost of 
meals “‘out”’ were taxable but that to the 
extent that such expenditure was greater 
than the normal cost of such meals to 
him it was admissible as a deduction 
under the Income Tax Act, 1952, 
Schedule 9, para. 7. The Revenue’s 
appeal was against the deduction, and 
Wynn-Parry, J., after careful considera- 
tion of the legal position as established 
by the House of Lords in Ricketts v. 
Colquhoun (1926, A.C. 1; 4 A.T.C. 565; 
10 T.C. 118), reversed the Commission- 
ers’ decision. He refused to subscribe to 
the minor heresies to be found in Nolder 
v. Walters (1930, 9 A.T.C. 251; 15 T.C. 
380) and Lomax v. Newton (1953, 2 All 
E.R. 801; 32 A.T.C. 312; 34 T.C. 558). 
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There is, however, one aspect of his 
judgment which is of real importance as 
laying down a new principle. Expenses 
to be deductible in computing liability 
to tax under Schedule E must be in- 


‘curred “in the performance” of the 


duties of the office and Wynn-Parry, J., 
holding it to be “‘the crucial point in this 
case,” declared unequivocally that where 
an official goes out for a meal—he 
could see no difference between intervals 
for lunch, tea and dinner and whether 
regular or exceptional as in the case 
before him—then, during those inter- 
vals, he was not engaged in the perform- 
ance of duties. 

When one considers the decision in 
the present case in relation to other 
benefits in kind received by employees, 
in particular to the myriads of “lunch 
tickets” for stated amounts now being 
issued by, for example, big financial 
organisations, it is obvious that there is 
not much of the canon of “equality” 
in the position. The value enuring to 
employees from these tickets is substan- 
tial; but, presumably, it is held to be 
non-taxable because, although undoubt- 
edly representing ““money’s worth,” in 
theory, at any rate, they are not conver- 
tible into money. It would, however, 
seem to be open to some doubt whether 
in view of the judgment of Rowlatt, J., 
in Machon v. McLoughlin (1926, 11 
T.C. 83), the said value does not on the 
facts cross the line which divides 
liability from non-liability. 


Income Tax 


Charitable exemption—Foundation _in- 
corporated abroad (1) to advance science 
of chemistry, chemical engineering and 
related sciences and (2) to promote any 
other scientific educational or charitable 
purpose—Royalties from United Kingdom 
company—Whether United Kingdom 
charitable exemption applies to a charity 
not established in the United Kingdom— 
Whether foundation established for char- 
itable purposes only—Income Tax Act, 
1918, Section 37—Finance Act, 1923, 
Section 21—Finance Act, 1924, Section 
32—Finance Act, 1925, Sections 19 (1), 

Camille and Henry Dreyfus Founda- 
tion Inc. v. C.I.R. (House of Lords, 
July 28, 1955, T.R. 229) was the subject 
of extended notes in our issues of 
October, 1954 (page 394), and June, 
1954 (page 221). There were two 
questions in the case; but their Lord- 
ships’ answer to the first made it 
unnecessary for them to answer the 
second, which, although of considerable 
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legal interest, was of far less practical 
importance. By Section 37 of the Income 
Tax Act, 1918, now Section 447 of the 
Income Tax Act, 1952, exemption was 
granted to bodies of persons or trusts 
“established for charitable purposes 
only” in so far as their income was 
“‘applied to charitable purposes only.” 
The Foundation had been incorporated 
as a “membership corporation” in the 
State of New York with objects in the 
main “charitable” according to the 
United Kingdom law, but including 
some which were not so. The principal 
issue was whether the exemption granted 
by Section 37 was limited to charitable 
trusts established in the United King- 
dom. The second issue was whether in 
consequence of certain provisions of the 
Membership Corporation Law of the 
State of New York, on which expert 
evidence given by New York lawyers had 
been accepted by the Special Com- 
missioners, the objects of the Founda- 
tion other than those “charitable” in 
United Kingdom law were void, with 
the result that the Foundation was in 
effect “established for charitable pur- 
poses only” within the meaning of 
Section 37. Reduced to £ s. d. the 
question was whether royalties received 
by the Foundation from British Celan- 
ese Ltd. which ranged, gross, from 
£51,792 in 1946/47 to £66,373 in 1950/51 
should be freed from United Kingdom 
income tax. 

The Special Commissioners had found 
that the Foundation was a body estab- 
lished for charitable purposes only but 
that they were bound by the decision of 
Lawrence, J., as he then was, in C./.R. v. 
Gull (1937, 16 A.T.C. 405; 21 T.C. 374), 
to find that the Section 37 exemption 
applied only to the income of bodies of 
persons or trusts established in the 
United Kingdom. Wynn-Parry, J., had 
upheld their decision based on the Gull 
case without expressing any view upon 
the other point. In the Court of Appeal, 
upon which the Gull decision was not 
binding, all three Judges were unan- 
imous that the exemption applied only 
to bodies of persons or trusts estab- 
lished in the United Kingdom. They 
were also agreed that the Special Com- 
missioners were justified in holding that 
the Foundation was “established for 
charitable purposes only.” In the House 
of Lords, there was unanimity that the 
exemption was restricted as had been 
found by the lower Courts, Lord Morton 
giving the principal speech although 
there was an interesting “‘declaration of 
independence” by Lord Normand on 
behalf of Scottish law, discussed below. 
Referring to the decision of the Court of 


Appeal, Lord Morton said that the con- 
clusion of the Court was based entirely 
upon a consideration of the true con- 
struction of the Act of 1918 and he 
agreed with the conclusion reached in 
“three full and clear judgments.”” Had 
he been of opinion that the words of 
Section 37 were “open to two perfectly 
clear and plain constructions,” to quote 
Lord Buckmaster in Ormond Investment 
Company v. Betts (1928, A.C. 143; 
6 A.T.C. 11; 13 T.C. 400), he said he 
would have felt no hesitation in de- 
ciding that, having regard to Section 21 
of the Finance Act, 1923, which had 
provided for the exemption of charities 
in the Irish Free State, and later enact- 
ments on the same subject, the Crown’s 
construction gave effect to the intention 
of the Legislature. Lord Buckmaster in 
the Ormond case had cited with approval 
a dictum of Lord Sterndale, M.R., in 
Cape Brandy Syndicate v. C.I.R. (1921, 
2 K.B. 403; 12 T.C. 368): 
... if there be any ambiguity in the earlier 
legislation then the subsequent legislation 
may fix the proper interpretation to be 
be put upon the earlier. 


Lord Normand’s speech, whilst agree- 
ing with that of Lord Morton, contained 
in addition a spirited defence of the 
Scottish law upon the subject of 
charitable trusts. It is interesting to note 
that not only did his remarks find favour 
with Lord Keith, his fellow Scot, but 
they were also approved by Lord Porter, 
so that they constituted a majority of the 
House. In the course of his judgment, the 
Master of the Rolls had said: 

the word “trust” is a word peculiarly 
referable to our own system of law. It is 
true that to other countries which have 
adopted our own legal system and essen- 
tial characteristics, the word “trust” 
would have a precise and certain sig- 
nificance ... 


and Lord Normand said it seemed that 
in this passage the English system of law 
and English legal conception were 
meant whilst, elsewhere, the Master of 
the Rolls had said it was: 
a significant characteristic of our system 
that to the Attorney-General representing 
the Crown, as parens patriae, belongs the 
right and duty of invoking the powers of 
the Courts to secure the due execution of 
charitable trusts. 
Commenting on these statements, Lord 
Normand pointed out that the Attorney- 
General had no rights beyond the boun- 
dary of England whilst the Lord 
Advocate in Scotland had no general 
right or duty to intervene comparable 
with those of the Attorney-General in 
England. It should, he said, be beyond 
doubt that Scottish trusts were within 
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the meaning of the term in Section 37 
(1) (6), although the history of the origin 
and development of the law of trusts in 
Scotland was not at all the same as in 
England, and it must be understood in 
a sense which embraces trusts under 
both systems of law and “‘must not be 
held to connote any specialties of the 
of the English law.’’ He accepted the 
statement of Jenkins, L.J., in the Court 
of Appeal: 

trust . . . must be taken as referring to 

trusts taking effect and enforceable under 

the law of the United Kingdom. 

Lord Normand explained that he had 
dealt with the point at greater length 
than was necessary for deciding the 
appeal because: 

difficulty enough has already been created 

for the Courts in Scotland by the duty to 

apply characteristically English law in 
determining whether a Scottish trust is for 
the purposes of income tax a charitable 
trust, and it would be a great misfortune 
if any shadow of suspicion were to arise 
that a Scottish trust could not enjoy the 
benefits of Section 37 (1) (5) unless it 

possessed the special characteristics of a 

trust under the law of England. 

Lord Normand in the above passage was 
obviously referring to the tragi-comedy 
of C.I.R. v. City of Glasgow Police 
Athletic Association (1953, A.C. 380; 
34 T.C. 76; 32 A.T.C. 62), where a 
“revolt” by the Court of Session against 
having to accept English decisions as to 
what is a “‘charitable purpose” had been 
censured by him in his speech from the 
Woolsack. 

The decision of the House of Lords in 
the present case is not only of great 
general importance but would seem to 
be additionally so in view of the large 
and growing American stake in United 
Kingdom industry. 


Estate Duty 


Settlement—Assurance _ policies— Date 
when interest on policies arose—Finance 
Act, 1894, Sections 2 (1) (d), 5 (3). 


In re Barbour’s Policies (Ch. July 14, 
1955, T.R. 199) raised the question 
whether estate duty was payable under 
Section 2 (1) (d) of the Finance Act, 
1894, upon the death of a settlor in 
respect of the interest of a beneficiary in 
two policies upon the settlor’s life. The 
settlor had died in 1951 domiciled in 
Northern Ireland; but the policies 
being under seal and physically situate 
in England at his death were claimed in 
the circumstances of the case to be 
subject to English estate duty. In 
D’ Avigdor-Goldsmid v. CAJ.R. (1953, 
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A.C. 347; 32 A.T.C. 26) a unanimous 
House of Lords had held that the bene- 
ficial rights under a policy were un- 
affected by the death and, to quote from 
the judgment of Harman, J., in the 
present case: 
That decision considerably altered views 
previously held and has finally decided 
that no claim arises under Section 2 
(1) (@) on the maturity of a policy on the 
life of A, where the policy has been for 
over five years the absolute property of 
B. 


The deceased had died in 1951. The two 
policies in question had been com- 
prised in a voluntary settlement made 
by the deceased, Sir John Milne 
Barbour, in 1929. One of the policies 
was dated 1919 and premiums were 
payable up to 1928. The sums assured 
by it had been two 4 per cent. Victory 
Bonds, each for £5,000, and it had been 
provided that if either of the bonds was 
drawn during the currency of the policy, 
a certain sum in cash should be paid to 
the settlor or his assigns forthwith and 
the sum payable on maturity reduced. It 
appeared that one of the Bonds had in 
fact been so drawn. The other policy 
was dated September, 1928, and was a 
single premium policy assuring £7,000. 
Both of the above policies, other poli- 
cies and £12,000 in cash had been 
comprised in the settlement of which the 
plaintiff, a bank, had been made the 
trustee. Under the provisions of the 
settlement and consequent on the events 
that had happened, the income of the 
trust fund, which had to be accumulated 
until 1942, was thereafter paid to James 
Barbour, a nephew of the settlor who 
had become life tenant on the death of 
the settlor’s son in 1937. (There were 
other successive interests provided in 
the event of James dying without issue.) 

In 1951, on the death of the settlor, 
the bank as trustee had received Victory 
Bonds and cash of the value of £19,753 
in respect of the two policies above- 
mentioned and the Crown had claimed 
duty under Section 2 (1) (d) of the 
Finance Act, 1894, in respect of the 
interest of James Barbour in them. 
Harman, J., rejected the claim. In the 
course of his judgment, he said that he 
understood the Crown to concede that 
if the income beneficiary under a settle- 
ment which included a policy of assur- 
ance had the right to call on the trustee 
to realise the policy, then he had an 
interest in possession and that the same 
result might follow if there was dis- 
cretion to surrender and the life tenant 
had an interest in the surrender moneys. 
Upon the other hand, the Crown con- 
tended that if, with the right to sur- 


render, there was imposed a duty to 
accumulate the income of the surrender 
moneys until the settlor’s death as was 
the effect of a provision in Clause 2 of 
the present settlement then there was no 
interest in possession until then. It had 
been further argued by the Crown that 
if the assurance society had been put 
into liquidation, any dividend received 
therein would have been directed to be 
accumulated until the maturity date, 
that is, until the settlor’s death. Harman, 
J., said he did not accept the Crown’s 
argument nor did he consider it right 
to suggest that an interest could not be 
an interest in possession where the 
subject-matter did not or could not be 
made to produce income for the life 
tenant. He added: 

It is no doubt true that possession 

connotes the right to receive the rents and 

profits, if any there be, but in my judg- 
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ment it does not follow from the fact 
that there are or can be no rents or 
profits, that no one is in possession. 


He then reviewed his conclusion, based 
mainly on the results of the D’ Avigdor- 
Goldsmid case, by reference to other 
cases. The decision is, of course, an 
important one to the Revenue and may 
go further. In the meantime any life 
tenants affected will be pleased, although 
they may at the same time think that 
“Mr. Bumble’s” opinion was not far 
out. In Re Wrightson’s Policies, a case 
noted on page 428 of our last issue, 
Harman, J., in fact, remarked: 


I am afraid it is true, rebus sic stantibus, 
that the result of these cases may turn on 
small points of construction. It seems a 
great pity that it should be so, and may- 
be points to some defect in the law as it 
stands, at any rate in this Court at the 
present moment. 


Tax Cases—Advance Notes 


By H. MAJOR ALLEN 


House OF LOrRDs. 
Sharkey v. Wernher. November 7, 1955. 


This case and the decision of the 
Court of Appeal were the subject of a 
commentary in ACCOUNTANCY for No- 
vember, 1954, at page 429. 

The House of Lords (Lord Oaksey 
dissenting) allowed the Crown’s appeal. 


CHANCERY Division (Harman, J.) 
Kilburn vy. Bedford. October 14, 1955. 


Facts.—The Inspector, having become 
aware that the appellant had increased 
his capital worth to the extent of 
£10,000 in 1947, procured the making of 
additional assessments under Case I of 
Schedule D upon his business profits for 
the years 1944 to 1948. At the hearing of 
the appeals the appellant was repre- 
sented by his accountant, who gave 
evidence as to the books of account and 
at the end of the hearing applied for an 
adjournment in order to enable the 
appellant to call further witnesses. The 
General Commissioners refused the 
application and, stating that they were 
not satisfied that the increase in wealth 


did not arise from taxable sources, con- 
firmed the assessments. On appeal to the 
High Court it was contended that there 
was a duty upon the Commissioners, in 
the circumstances, to make further en- 
quiries and to allow an adjournment for 
the production of further evidence. 


Decision:—Held, that the onus was 
on the appellant to show that the assess- 
ments were excessive, that his only ex- 
planation of the sums in question was 
that they came from betting winnings— 
a story of which there was no corrobora- 
tion—that the Commissioners were 
justified in drawing the conclusion that 
his evidence was unreliable and that he 
had not discharged the onus that rested 
on him. The appeal was accordingly 
dismissed. 


Bingham v. C.1.R. October 14, 1955. 
Facts.—The appellant was resident 
and domiciled in the Netherlands until 
1934. His marriage was dissolved in 1929 
by a Dutch Court, which ordered him to 
pay alimony to his wife at the rate of 
£4,000 a year. In 1934 he came to this 
country and became resident here, his 
wife remaining outside the United King- 
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dom. He claimed to be entitled to deduct, 
in computing his total income for the 
purposes of sur-tax, the amounts paid 
to his wife under the Court order. 


Decision:—Held, that in view of the 
decision in Earl Howe’s case (7 T.C. 289) 
a payment of the character in question 
could be deducted only where the 
recipient was liable to British tax, and 
that accordingly the appellant was not 
entitled to the deduction claimed. 


Joshua Hoyle & Sons Limited ». Haw- 
kins. October 18, 1955. 


Facts.—The company made up its 
accounts annually to September 30. By 
force of the provisions of Section 33(3), 
Finance Act, 1952, the accounting 
period of twelve months ended Septem- 
ber 30, 1952, was for profits tax pur- 
poses divided into two _ chargeable 
accounting periods, the first ending on 
December 31, 1951, and the second 
commencing on January 1, 1952. The 
company claimed to deduct, in arriving 
at its income tax liability, the profits tax 
paid in respect of the chargeable ac- 
counting period ended December 31, 


1951. (The profits tax for the period: 


beginning January 1, 1952, could not be 
claimed as a deduction by reason of the 
provisions of Section 33(1)). The Crown 
contended that by reason of the pro- 
visions of Section 141, Income Tax Act, 
1952, profits tax payable in respect of 
the chargeable accounting period ended 
December 31, 1951, could be deducted 
only in computing the profits for income 
tax purposes of that same period, and 
hence could not be deducted in compu- 
ting the profits of the year ended Sep- 
tember, 1952. 


Decision —Held, that the intention 
of the Act was clear and that the words 
“in that period” occurring in Section 141 
did not limit the right to deduct profits 
tax to the case where for income tax 
purposes profits were computed for a 
period coinciding with the chargeable 
accounting period. 


Firestone Tyre & Rubber Co. Ltd. pv. 
Lewellin. October 20, 1955. 


Facts.—Firestone, an English com- 
pany, was assessed on the footing that it 
was carrying on a trade in the United 
Kingdom as agent for its American 
parent company, Akron. Akron, which 
had a world-wide market for Firestone 
tyres, set up the English company in 
1928 to manufacture and sell them in 
this country. In respect of that trade the 
English company was assessed to tax in 
the ordinary way. In addition, however, 


Firestone sold tyres in Europe and, 
under an arrangement with Akron, 
retained only the cost of manufacture 
plus five per cent., holding the balance 
of the sale proceeds for the benefit of 
Akron. The English company disputed 
the assessment made upon it on the 
ground that it was not carrying on 
business as an agent of Akron and that, 
if it were, the profits in question were 
not profits of a trade carried on within 
this country. 


Decision.—Held, that, since the tyres 
were made, sold and delivered from this 
country and the purchase money re- 
ceived here, there was a trade carried on 
within the United Kingdom and it was 
carried on by the English company as 
an agent of an American company. The 
appeal was accordingly dismissed. 


Wiseburgh vy. Domville. October 26, 
1955. 


Facts.—The appellant was a manu- 
facturer’s agent who had from time to 
time held agencies for as many as twenty 
firms for varying periods. At the relevant 
date he had two agencies only, one of 
which was terminated by the unilateral 
action of the manufacturer concerned 
in July, 1948. He commenced an action 
for damages for wrongful dismissal and, 
in addition, for alleged arrears of com- 
mission due up to the date of the ter- 
mination of the agreement. The action 
was eventually settled upon terms that 
the appellant abandoned his claim for 
arrears of commission but was paid 
£4,000 by way of damages for breach of 
the agency agreement. An assessment 
was raised upon him on the footing that 
the damages constituted a business 
receipt. The Commissioners found that 
the damages represented a compensa- 
tion for loss of profits over the fourteen 
or fifteen months which the agency 
agreement would have run had it not 
been terminated. Accordingly they con- 
firmed the assessment. 


Decision.—Held, that the Commis- 
sioners’ decision was correct. 


Cadwallader vy. Wheeler. October 27, 
1955. 


Facts.—The appellant, who had been 
a speculative builder for twenty years 
and had in his possession five leasehold 
houses which he had let, became ill at 
the beginning of the war and after that 
date built no more houses. The five 
houses in question were sold in 1945, 
1946 and 1947 and the Commissioners 
found on appeal that the surpluses upon 
sale of the houses were profits assessable 
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to tax under Schedule D. Accordingly, 
they confirmed the assessments. 


Decision.—Held, that the Commis- 
sioners’ finding was ambiguous and that 
the case must be remitted to the 
Commissioners for them to decide 
whether, prior to the relevant date, there 
had been a cessation by the appellant 
not merely of building but of the trade 
of a speculative builder. 


Sun Life Assurance Society v. Davidson 
and Phoenix Assurance Co. Limited v. 
Logan. November 2, 1955. 


Facts.—The appellant companies 
carried on the business of life assurance 
and the Crown had exercised its option 
not to tax them under Case I of Schedule 
D but to tax the income from their in- 
vestments. Accordingly, the company 
claimed relief for expenses of manage- 
ment under Section 33, Income Tax Act, 
1918 (now Section 425, Income Tax Act, 
1952). The company claimed that among 
the expenses of management allowable 
under the Section were brokerage and 
stamp duty on changes of investment. 


Decision.—Held, that the cases could 
not be distinguished from Capital & 
National Trust Limited v. Golder (31 
T.C. 265) and that accordingly the 
appeals failed. 


HOLLERITH IN SOUTH AFRICA 


The progress in the past twenty-five years 
of Hollerith Machines (S.A.) Pty. Ltd., 
Johannesburg—the South African sub- 
sidiary of the British Tabulating Machine 
Co. Ltd.—are described in a well illustrated 
booklet published to mark the anniversary. 
A new development is the increasingly 
widespread use of electronic calculating 
machines in South Africa. 


STUDY MEETINGS ON 
MECHANISATION 


A series of study meetings is being sponsored 
by the National Cash Register Co. Ltd., 
206-216 Marylebone Road, London, N.W.1. 
Requests for invitations to attend should 
be sent to Mr. D. Douglas-Withers, 
Accountant Liaison Service. 

Meetings will be held on the following 
dates at 6.15 p.m., preceded by refresh- 
ments at 5.45 p.m. 


December 7. “Mechanisation in the 
Smaller Office,” by Mr. L. V. Cooper. 


January 18. “‘The Mechanisation of Hire 
Purchase Accounts,” by Mr. D. Douglas- 
Withers. 

February 1. ““Natron’”’ (an introduction to 
the “National” electronic data processing 
equipment), by Mr. W. V. Barton. 
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The Month in the City 


Autumn Budget 

With a good deal of disagreement on 
how far the credit squeeze was working, 
it looked as though October might end 
with markets rather on the upgrade. 
This carefree attitude was, however, 
rudely dispelled by the announcement of 
an Autumn Budget. In the few days 
between the announcement and the 
opening of the little red case there was 
much speculation about what Mr. 
Butler would do—but little on the 
market. The immediate effect was a drop 
of some 3 per cent. in the equity index 
and a slight rally in the Funds, but 
neither of these movements was backed 
by much business. On the eve of Budget 
day prices were pretty well back to their 
old levels, and on the actual news there 
was a distinct rally in industrial Ordin- 
ary shares and a fall in fixed interest. 
Both these reactions seem to have been 
based on a desire to avoid business and 
on a misunderstanding of what was in- 
volved. It is difficult to believe, after 
mature consideration, that a revision of 
taxes was necessary from the standpoint 
of the national economy. The reasons 
seem to have been political, and mainly 
an idea that it was essential to work on 
mass psychology if the position was not 
to deteriorate. It is, therefore, scarcely 
surprising that the market should have 
been uncertain what its reaction should 
be. If one looks at the Budget speech as 
a whole, as distinct from the tax pro- 
visions which it contained, it is evident 
that the really important items would 
not have required a Budget, and for 
many people it remains a mystery why 
one was included in the programme. By 
and large, both the increases in purchase 
tax and the stepping up of the total level 
of profits tax are bad. Neither is needed 
to secure a surplus this financial year 
and both together scarcely affect the 
position. The other items, supported as 


the Government say they will be by. 


further measures, promise to have very 
material effects, and before the middle 
of November it was evident that there 
had been a change in opinion in the City 
of London towards a belief that the 
Chancellor and his colleagues intend to 
push their policy through to a successful 
conclusion. 


Rapid Changes in the Funds 
This feeling seems to have been inten- 


sified by the official information that the 
squeeze was to continue into next year. 
When it was at its height some gilt-edged 
prices were not much more than a point 
above the early September low, and War 
Loan at 74 was below it. The market 
had already been supported by good 
figures of the gold reserve and by the 
fact that, in late October, the drain had 
been halted and reversed. Following this 
new fall it was heartened by good trade 
figures for October and perhaps by the 
consideration that, in the longer run, 
success for the Butler policy—if that is 
to be the outcome—would put the value 
back into fixed interest securities by 
arresting the fall in the value of money. 
At any rate a considerable rally followed, 
and this despite almost daily warnings 
that the operation of the squeeze and of 
the new regulations for local authority 
borrowing, designed to increase its 
effect, would mean increased demands 
through the market on the savings of 
the public. By the end of the second 
week in November all the indices were 
down a mere two points, except gold 
mines where the fall was rather heavier. 
There was then a fresh improvement and 
finally as between October 18 and 
November 21 the figures of the Financial 
Times showed the following falls: for 
Government securities from 91.83 to 
90.82; fixed interest from 102.10 to 
100.34; industrial Ordinary from 189.5 
to 190.8; gold mines from 78.63 to 
78.36. 


Trustee Stock at 5 per cent. 

Meanwhile, the general course of the 
Funds was not without its effect on 
prices of second line gilt-edged. Of the 
several borrowers of large amounts on 
the list, pride of place was given to the 
Government of the Federation of 
Rhodesia and Nyasaland, which offered 
£10 million of 5 per cent. stock 1975-80 
at 994. This followed a small issue by 
Mauritius of 43 per cent. stock and was 
the first full trustee stock to carry a 
coupon rate of 5 per cent. for over 
twenty years. The Federation counts as 
a Dominion and the issue was made by 
the Bank of England. The lists remained 
open throughout the day of issue and all 
applicants received a full allotment. 
Despite the fact that the actual sub- 
scription coincided with the rally in the 
Funds, the market opened at 14 points 


473 


discount with little or no stock passing. 
Most of the other issues of the month 
were small placings and a couple of 
Water Board stocks offered in moderate 
amounts by tender. These gave a better 
return than the new Federation offer and 
quickly found a permanent home. 
Admitting that African stocks are not 
popular, the fact of a full trustee stock 
yielding over 5 per cent. is rather more 
than a mere straw in the wind. In 
Salisbury it is stated that less than 
£1,500,000 was applied for but the re- 
mainder will, no doubt, be successfully 
placed over a period at prices depending 
upon the course of the market. 


Union Castle Opposition 

The opposition to the plan for the merger 
of the Union Castle and Clan Line under- 
takings, mentioned here last month, has 
grown in importance and the scheme 
has been amended so as to give holders 
in the former company rather more of 
the equity and, in consequence, less of © 
the Preference capital in the new con- 
cern, to be called the British and 
Commonwealth Shipping Company. 
Full details of the scheme and of the 
figures on which it is based have now 
been published and it will be possible to 
form a reasonable idea of the relative 
value of the two concerns. It must be 
realised, however, that this is a matter in 
which perfection is not to be attained 
and also that there are, probably, 
several ways in which a reasonable 
solution could be found. The auditors 
and others concerned in drawing up the 
scheme consider it fair and the new 
figures at least bring out the fact that 
retentions from profits to finance fleet 
replacement will have to be substantially 
greater in the case of Union Castle than 
in that of Clan Line. This, coupled with 
the recent trend in the profits of the two 
companies, suggests that the scheme is 
on the right lines. However, if there was 
any doubt before that the shareholders’ 
committee believe that a change of 
management of Union Castle is the 
solution, that doubt is removed by their 
reply to the full scheme. This suggests 
that past management has left something 
to be desired and that the valuation of 
the fixed assets is unrealistic. The latter 
seems to question the ability of auditors 
who gave their view that the scheme is 
fair. Shareholders must of course make 
their own choice in the matter, if they do 
not prefer to sell out, but it seems very 
doubtful whether anything short of some 
fusion of interests will save Union Castle 
Ordinary shareholders from the effects 
of an ageing fleet and very heavy re- 
placement costs. 
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Points From 
Published Accounts 


Gross and Net 

MOST COMPANIES SHOW their dividends 
net, some show them gross. United 
Dairies scores on both, by showing its 
dividends gross and net. By not also 
showing profits subject to taxation the 
company does not complete the good 
work, but the defect is a minor one, for 
the net profit and taxation appear 
together and can be rapidly totalled. 


Companies in the Proprietary Field 
Companies in the proprietary field seem 
to the writer to produce highly attractive 
accounts. There have been two examples 
recently. Aspro gives a “genealogical 
table” of the group organisation and 
two five-year summaries, the first of 
assets and capital employed and the 
second of earnings and appropriations 
including taxation. Then there is a table 
called “Source and Application of the 
Group’s Funds,” which is a simple 
double entry account. The left-hand 
side sets out net profits, amortisation of 
patents provision, capital profits, the 
interests of the minority shareholders in 
the capital, reserves and the undis- 
tributed profits of subsidiary companies. 
The right-hand side tabulates the in- 
crease in net current assets, additions to 
property and plant (less sums provided 
out of depreciation), cost of trade marks 
acquired, adjustment of premiums on 
shares in subsidiaries, decrease in de- 
ferred liabilities, and dividends on the 
parent’s share capital. Underneath is a 
table showing the movement in Ordinary 
stockholdings over twenty years. Next 
there is a diagram clearly indicating the 
growth in the net worth of the parent 
company since 1951, and several pages 
of illustrations and descriptive matter. 
The whole adds up to most useful in- 
formation for the shareholder. 

If there is one jarring note it is that 
the company has printed the consoli- 
dated profit and loss account in tabular 
form and chosen to set it ninety degrees 
out of phase with the rest of the 
accounts. The ‘“‘old-fashioned”’ profit 
and loss account would, with the “‘old- 
fashioned” balance sheet, have filled 
our cup of joy to overflowing, for these 
are remarkably good accounts. 

Beecham Group is renowned in in- 
vestment circles for the quality of its 


reports, and the latest are no excep- 
tion to the previous high standard. 
Accompanying the chairman’s review 
are five-year break-downs of home sales 
of the three main groups of proprietary 
products, of export and oversea sales 
into territories, a tabloid showing where 
the £25 million paid by consumers went, 
and an analysis by areas of export and 
oversea profits. 

During the year an important new 
subsidiary was acquired, and the story 
of this is told by word and picture. 
There is, as with Aspro, a five-year 
summary of consolidated baiance sheets 
and of the distribution of trading 
profits, and in the group profit and loss 
account home profits and export and 
oversea profits are segregated. That the 
footnotes are so bulky is an indication 
of the thoroughness with which the 
company has approached the task of 
giving the shareholders maximum in- 
formation, and the accounts can be 
heartily commended to all students. 
Thére is a moral for many undertakings 
in the wealth of detail with which the 
new subsidiary is described. 


Tabular Trouble 

Coast Lines is another company which 
prints its accounts ninety degrees out of 
phase with the report and the chairman’s 
speech, so that constant twisting and 
turning is necessary for the person who 
goes through reports with a tooth- 
comb. Everything is in tabular form in 
the accounts, and everything is very 
clearly laid out. The company follows 
the common practice of striking a group 
profit and then deducting not only the 
interests of outside members in net 
profits of subsidiaries but also the 
company’s proportion of profits re- 
tained in the accounts of the subsidiaries. 
In the view of some people a “‘group net 
profit” calculated after deducting only 
minority interests is the most significant 
figure for. shareholders: certainly it is 
the figure which takes the centre of dis- 
cussions by financial commentators in 
the Press. 


Where Earnings Come From 

Group companies are always a problem 
for the investment analyst, for he has no 
means whatever of judging the relative 
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importance of the differing activities. So 
far as the author is aware, very few 
attempts have been made to give this 
information, though, as already men- 
tioned, the Beecham Group goes a large 
part of this way. A case in point is Gas 
Purification and Chemical, whose ac- 
counts are at least commendable because 
they are surrounded by very full descrip- 
tions indeed of the activities of the 
several subsidiaries. But shareholders 
would be much more in the picture if 
they knew the profitability of the 
respective activities. 

There is a page of notes on the con- 
solidated accounts, four notes at the 
foot of the parent balance sheet, and 
another four notes at the foot of the 
parent profit and loss account. It would 
have been an improvement if the notes 
had all been printed together. 


INSTITUTE OF INTERNAL AUDITORS 


The London Chapter of the Institute of 
Internal Auditors has arranged the follow- 
ing meetings, to be held at the Kingsley 
Hotel, Bloomsbury Way, London, W.C.1: 


December 3. Day Conference, at 10 a.m. 
1956 


January 4. “Is Devolution of Manage- 
ment Control Overdone?” by Mr. H. P. 
Barker (Parkinson & Cowan Ltd.), at 
6.30 p.m. 


February 1. “The Evaluation of Internal 
Control,”’ by Mr. E. D. McMillan, A.c.A., 
at 12.30 p.m. 


March 7. “Management Principles in 
Practice,” by Mr. E. F. L. Breck, B.A., 
B.SC.(ECON.), M.LLA. (Unwick, Orr & 
Partners Ltd.), at 6.30 p.m. 


April 4. ““The Work of the Commission,” 
by Mr. J. A. R. Pimlott, c.B. (Monopolies 
and Restrictive Practices Commission), at 
12.30 p.m. 

May 2. “Scope of My Job,” by Mr. J. 
Prince, A.C.A., A.C.1S., and Mr. R. G. 
Nicholson, c.A., at 6.30 p.m. 


June 13. Annual general meeting, at 
6.30 p.m. 


COPIES WITHOUT CARBONS 


The National Cash Register Co. Ltd. 
announces a new product—N.C.R. (No 
Carbon Required) paper. This is a coated 
paper on which it is claimed that eight clean 
copies can be made without carbon paper 
on an ordinary typewriter, up to twelve on 
an electric typewriter, or about six in writing 
with a ball-point pen. The cost of business 
forms printed on this paper is slightly more 
than on ordinary paper with carbons, but 
there is a saving in time and greater con- 
venience. 


| 
| 
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Readers’ Points and Queries 


Purchase of Land by Builder 


Reader’s Query.—| have a client, a 
builder, who purchased a piece of land 
in 1943 from his uncle. 

The reason for purchase was that his 
uncle was getting on in years and could 
not manage the large farm he rented. He 
was required to vacate and wished to 
purchase a smaller farm in the vicinity. 
My client offered £200 to his uncle to 
assist him, and rather than accept this 
for nothing the uncle, who owned a 
piece of land, asked my client to take 
this land in settlement. (It was a fair 
price at that time.) My client did so; he 
would not have requested repayment 
anyway. There was no building work 
anticipated in that area. 

Last year he was approached by a 
company who wished to build a factory 
on the site, and he accepted their offer 
of £1,500 for this land. He had made no 
attempt to use or sell the land. 

This is the only land purchase, if 
purchase it can be called, made by my 
client, as he does not buy land at any 
time but only builds on land leased or 
purchased by the prospective occupier. 
At the time of acquisition the land was 


Publications 


Housing Rents—Accounting and Con- 
trol. A research study. By T. A. Bird, 
R. Howell and H. C. Vincent. Pp. 51. 
CUnstitute of Municipal Treasurers and 
Accountants: 7s. 6d. post free.) 


THIS SMALL BOOK should be of interest to 
anyone concerned with the management 
of housing estates, although it is 
primarily directed to those who are 
interested in the estates of municipal 
authorities. The study deals with “how, 
when and where”’ to collect rents and 
the difficulty of keeping peaks of the 
collection work in balance with other 
work suitable for collectors. Reference 
is made to current developments in rent 
fixing and to the growing practice of 
“rent free” weeks and the safeguards 
necessary in operating such schemes. 


shown on the assets side of the balance 
sheet as a separate item under “Land at 
aca ,” and it was never included in 
the stock figure. 

The Manchester District Society 
recently included this point in their 
members’ discussion night, and were 
unable to make a decision either way, 
leaning rather to the single transaction 
as being a capital appreciation not 
taxable. The only case bearing any 
resemblance to this point which could 
be brought to mind was the case of 
McLellan Rawson & Co. Lid. vy. 
Newall (Ch. May 13, 1955, T.R. 175 
—ACCOUNTANCY October, 1955, page 
387). 

Reply.—This is a matter to be decided 
entirely on the evidence, and it might be 
difficult for a builder to substantiate the 
facts as stated unless his uncle is still 
available or there is some written evidence 
to back up his own statement. He starts 
off on the wrong side of the fence by 
nature of his trade: it is always difficult 
to prove that a builder has bought land 
as an investment. The Commissioners 
would be likely to think that he took the 
land hoping to make a profit in the course 


Collection by agents, as distinct from 
the permanent staffs of the authorities, 
is studied in its context of cost, contact, 
control and output. 

The design of the tenant’s rent record 
is considered along with essential pre- 
cautions, and a chapter on accounting 
records describes systems, including the 
use of punched cards—on which the 
authors express unequivocal views— 
and directs attention to the value of 
statistical controls. 

There is a separate chapter on audit 
and internal check, although this aspect 
has been kept well in mind throughout 
the preceding portions of the work. The 
sheet anchor of audit work—to estab- 
lish the debit—is kept in perspective 
with the need for personal inspections 
and the danger of relying too much on 
documentary evidence. 

The authors of this compact little 
book are as firm in expressing their 
preferences as they are in pointing out 
the methods that may incur waste and 
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of his trade. It will be necessary for the 
person appealing on behalf of the builder 
to read through the judgments in a 
series of cases in order to get his argu- 
ments clear. These can be found in Case 
Commentary on the Income Tax Acts, 
published by Her Majesty's Stationery 
Office. There are too many to quote here. 


Profits Tax—Increase in Rate 


Reader’s Query.—I should appreciate 
your opinion on the following point, 
which of course may be clarified when 
the Autumn Finance Act is passed: 

Accounting period December 31, 
1955. 

Interim dividend paid September, 
1955 (5 per cent.) £40,000. 

Final dividend payable March, 1956 
(13 per cent.) £104,000. 

How will profits tax liability be cal- 
culated? 

(a) = of £144,000 at 224 per cent. 
and 
4 of £144,000 at 274 per cent. 
or 
(5) Interim dividend at 224 per cent. 
Final dividend as (a). 


Reply.—Unless there has been an 
increase in the dividend as compared with 
that for the previous accounting period, 
(a) is the method. See Section 37, Finance 
Act, 1947. 


the refinements that may amount to 
needless complications. The study is 
based upon the wide experience of many 
financial officers in the local government 
service, and one finds a _ refreshing 
breath of common sense in its pages; the 
attractive style of writing and printing 
make it a pleasant, as well as useful, 
publication. C.H.P. 


The Art of Investment. By A. G. Ellinger. 
Pp. 170. (Bowes & Bowes, London: 
15s. net.) 


NO ONE CAN ever hope to make a 
regular habit of buying stocks and 
shares at their lowest price and selling 
when the quotation reaches the top, but 
it is of increasing importance for many 
accountants to have some good idea 
based on more than “hunches,” of when 
to buy and when to sell. One reason for 
the growing need of informed skill is 
the setting-up of pension funds through- 
out industry, especially since in an 
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economy where some degree of inflation 
is becoming accepted as the normal 
state of affairs any well constituted 
trust fund must include a proportion of 
stocks and shares, both equities and 
gilt-edged. Another reason is that the 
invested funds of industrial concerns 
largely, again, because of the inflation 
require skilled handling. The accountant 
will frequently be called upon to provide 
the necessary investment advice. 

This book, written by a well-known 
investment consultant for those in- 
terested in the not-so-gentle art of 
investment (but not necessarily initiated 
in it) proceeds by primary, secondary 
and tertiary steps to demonstrate how 
the prices of stocks and shares have 
moved in the past and may therefore, 
so it is contended, be expected to move 
in the future. The author does not pro- 
fess to be expounding the only useful 
system but one which he apparently 
practises himself. However, he _ is 
somewhat Treticent—and understand- 
ably so—about the success or otherwise 
of the application of his theories on his 
own fortune. In that his system con- 
centrates on capital appreciation rather 
than on income, it is in line with modern 
trends. 

The accountant should read this 
book. It will show him the lines on 
which some investment consultants 
work and will help him to talk intelli- 
gently on the subject of investment. 
More important, it will demonstrate 
above all else that investing money, 
whether one’s own or that of a client, 
is a matter not of whim, tip or fancy, but 
of long-term and expert investigation. 
It will also make clear that the missing 
item “confidence” in the balance sheet, 
of a single enterprise or of industry as a 
whole, may well have an altogether 
disproportionate effect on the price of 
stocks and shares quoted on the 
exchange. J.M.V. 


Accounts and the Practical Farmer. By 
R. W. Smith, 0.B.£., F.c.A. Pp. 87. (Gee 
& Co. (Publishers), Ltd.: 10s. net.) 


THE FARM SURVEY for England and Wales 
is quoted by the author of this book as 
his authority for stating that there are 
nearly 300,000 agricultural holdings 
exceeding five acres. From other statis- 
tics he shows that only one farmer in 
five has an enterprise large enough to 
justify the expense of even a part-time 
book-keeper. His book is written, 


principally with the remaining four- 
fifths of farmers in mind, for the prac- 
tising accountant whose job it is to 


prepare their accounts, more often than 
not from very incomplete records. 

When so many farm accounts have to 
be prepared from incomplete records the 
accountant has an opportunity to be 
both their architect and their auditor. 
His aim should be, not only to produce 
in understandable form a statement of 
the operations of the year, but also a 
record from which farm costings can be 
produced comparatively easily. Probab- 
ly most accountants consider they do 
just this, but, after reading this book, and 
in particular the chapters entitled ““The 
Farm Account” and “The Balance 
Sheet,” they will have second thoughts. 

As one of the main ideas of the book 
is that the accounts should be capable of 
being adopted for costing purposes, the 
alternative method given for the treat- 
ment of the farm valuation—that the 
value of such items as feeding-stuffs, 
seeds, fertilisers and so on held in stock 
at the year-end should be deducted from 
the debit total, the full valuation being 
shown only in the balance sheet and 
appropriate additions to the accounts 
being made in the following year— 
would be an improvement upon the 
more normal method, adopted in the 
specimen account. However, before 
this alternative method came into 
general use agricultural valuers would 
have to provide more information than 
they usually do. The taxation aspect 
must not be overlooked, and unrecorded 
costs and credits affecting the tax assess- 
ment are better shown in the main 
account, especially when there are part- 
nerships with unequal allocations. 

The author warns against the use of 
“contra” accounts between farmer and 
merchant. Recently, by pure chance, 
one practising accountant discovered 
that a client had exchanged wheat for a 
new tractor: practices of this kind are 
becoming more widespread and repre- 
sent an additional pitfall for the 
uninitiated, especially when it is for such 
transactions that the vouchers are 
usually missing. 

Accountants might persuade their 
clients to use, as the book suggests, a 
rough cash book with carbon copies, or 
the more account-conscious might keep 
a detailed analysis book. The carbon 
copies would provide a permanent 
record for the farmer and the originals, 
along with invoices and other such 
documents, would provide the account- 
ant with material to keep a running 
record of the accounting position. Both 
farmer and accountant would profit— 
but many farmers would doubtless 
flatly refuse to change their cruder 
methods of years. 
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Probably the most important items in 
farm taxation are the capital allowances. 
They are as complex as the industry 
itself, and as nearly all capital expendi- 
ture qualifies for one allowance or 
another none should be overlooked. The 
book points out that relief for capital 
expenditure may often be claimed under 
an agricultural works allowance or 
under a plant and machinery allowance 
—sometimes partly the one and partly 
the other. Relief under the agricultural 
works allowance is so much more 
advantageous that it is in a client’s 
interest to claim it in border-line cases, 
and to let the Inspector of Taxes reject 
what he thinks should be rejected. 

The object of this book is to provide 
“lines of thought” along which prac- 
tising accountants might improve their 
service to farmer-clients. The author’s 
success in achieving this object is due 
not only to his sound knowledge of the 
subject, but also to his deep under- 
standing of the average British farmer 
and the factors governing the farming 
way of life. G.S. 


Estate Duty on Settled Property and 
Annuities. By George C. Mason, B.aA., 
Barrister-at-Law. Pp. xxx +240. (Jordan 
& Sons, Ltd. and Shaw & Sons, Ltd.: 
30s. net.) 


IN THIS BOOK Mr. Mason has courage- 
ously set out to explain some of the 
most difficult and intricate aspects of the 
law of estate duty. Dealings with 
property may or may not be associated 
with the idea of evading estate duty but, 
as so often happens when the possi- 
bility of avoidance has to be considered, 
the law on the subject is piecemeal and, 
to the average accountant, confusing. 

It must be confessed that after a care- 
ful reading and re-reading of the book, 
the impression remains with one reader 
that Mr. Mason’s explanations are some- 
times as difficult to understand as the 
legislation itself. Matters are not made 
easier by a number of printers’ errors, 
some trivial but others of more conse- 
quence. For example, a reference on page 
91 to the Finance Act of 1894 should ap- 
parently be to the Finance Act of 1949 
and on the subsequent page there is a 
reference to succession duty instead of 
estate duty. 

Case law is dealt with extensively—in 
all some 300 cases are mentioned—but 
here again many readers will probably 
feel that a more extended reference to 
considerably fewer cases would have 
been more profitable. To the accountant 
it is disappointing to find the decisions in 
the Oldham case, re Payne, Poplett v. 
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THROUGHOUT THE WORLD... as in BRITAIN 


Jn MADRID, capital of Spain, 
where Phoenician, Greek and Roman 
civilisations once flourished, are housed 
some of the world’s most priceless 
art treasures. Industries: Building, Furniture, 
Pharmaceuticals, Automobiles, 
Telephone materials. 
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Attorney-General and the recent case of 
Hetherington’s Trustees (which has 
caused a volte-face in Inland Revenue 
procedure) all dismissed within the 
space of half of a page. 

The legislation on dealings with life 
interests under Section 11 of the Finance 
Act, 1900, Section 43 of the Finance 
Act, 1940, and Section 43 of the Finance 
Act, 1950, is treated fully and informa- 
tively. The explanations of the estate 
duty treatment of annuities and of 
estates subject to annuities will be 
welcome to most readers. 

In the middle of the book the author 
to some extent digresses, dealing with a 
number of matters which are only in- 
directly associated with his specialised 
subject. An explanation of marginal 
relief and of quick succession relief 
seems hardly necessary in a book of this 
type. 

Nevertheless most practising account- 
ants, who from time to time are faced 
with some of the problems covered by 
the volume, will welcome it upon their 
book-shelves. For most of us problems 
of income taxation take a prior claim on 
the limited spare time we have for 
reading, and the difficulty of keeping 
up to date with legislation and case law 
means that some tend to concentrate on 
income tax rather than estate duty. Mr. 
Mason’s book will help to overcome this 
lack of balance. J.R.P. 


The Rights and Duties of Liquidators, 
Trustees and Receivers. (Ranking, Spicer 
and Pegler). Twenty-second edition. By 
H. A. R. J. Wilson, F.c.A., F.S.A.A., and 
R. D. Penfold, LL.B., Barrister-at-Law. 
Pp. xxxix +461. (A.F.L. Publishers Ltd.: 
25s. net.) 


A TEXTBOOK WHICH has survived over 
sixty years of existence and passed 
through twenty-two editions does not 
require a reviewer to write affirming that 
it is a good book. The present edition of 
this work maintains in form, content 
and authority the very high standard set 
by earlier editions. 

There is one omission which might be 
put right in the next edition, which will 
surely be needed within the usual quite 
short interval of time. Whilst the posi- 
tion of the trustee in bankruptcy is 
adequately dealt with, no attention is 
devoted to that large class of trustee 
under the Trustee Act, 1925 (apart from 
the discussion of the trustee in a deed of 
arrangement). This textbook is used 
largely by candidates preparing for the 
professional accountancy and other 
examinations, and of recent years the 
examination papers have often included 


questions on this class of trustee. The 
qualified reader also needs an up-to-date 
and adequate treatment of the subject. 

As is to be expected, there are no real 
“mistakes” as such. The following 
points are offered as constructive 
criticism to the editors for their con- 
sideration when preparing the next 
edition. 

There are at least three cases reported 
in 1955 (two of them decided in 1954) 
that should find a place in the book. 
In particular, one may mention Govern- 
ment of India, Ministry of Finance 
(Revenue Division) v. Taylor [1955] 1 All 
E.R. 292, since the earlier case of Delhi 
Electric Supply Co. is dealt with. The 
cases Re a Debtor (No. 20 of 1953) ex 
parte The Debtor v. Scott [1954] 3 All 
E.R. 74—an important case dealing 
with the term “liquidated sum” as the 
basis of a bankruptcy petition—and Re 
Consolidated Gold Fields of New Zealand 
[1953] 2 W.L.R. 884 are omitted. 

It is not apt to quote Re Lupkovics 
[1954] 1 W.L.R. 1234 in the statement 
that payment to the creditor must be 
“unconditional”. In that case there was 
no payment, conditional or otherwise, 
to the creditor—Upjohn, J., pointed out 
the payment had been made to stake- 
holders or to trustees and there had been 
no receipt of the money by the creditor. 
On the other matter dealt with in the 
judgment on this case, it should have 
been mentioned in the discussion in the 
book on “deferred debts.” 

There have been a number of cases on 
foreign companies—in particular, Rus- 
sian banking companies—that have been 
dissolved abroad; despite the impor- 
tance of these cases—or, at least, of the 
principle involved in them—they do not 
appear to have been considered. An 
example of these cases is Re Russian 
Commercial and Industrial Bank (Ch. D. 
1954) [1955] 2 W.L.R. 62. 

It is stated that debenture holders 
may petition for a compulsory winding- 
up. This statement is open to question 
on two points. Firstly, the debenture 
holders as a body or as individuals are 
not creditors as such for the basis of a 
petition. Secondly, mere default (pre- 
sumably of the obligation in the deben- 
ture trust deed to pay capital or interest) 
is not of itself ground for a petition, 
nor of itself is it evidence of inability to 
pay debts on the part of the company. 

It is stated that unless provided for in 
the deed, the trustee under a deed of 
arrangement has no right to remunera- 
tion. This statement should be qualified 
by a further reference to the case Re 
Zakon [1940] 1 All E.R. 263, or to the 
more recent case of Re Banque des 
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Marchands de Moscou (Koupetschesky) 
[1953] 1 All E.R. 278. 

Points such as these cannot detract 
from the real value of this textbook, 
which so clearly and efficiently deals 
with a topic of an extremely wide range. 

0.G. 


Outline of Work Study—Part II: 
Method Study. Pp. 72. (The British 
Institute of Management, 8 Hill Street, 
London: 7s. 6d.) 


WORK STUDY, THE application of detailed 
analysis to work, embraces the two in- 
terdependent techniques—method study 
and work measurement. The British 
Institute of Management now publishes 
in its series on work study a volume 
entitled Method Study. The first volume 
was a general introduction and the 
third, on work measurement, will appear 
early next year. 

Method study is defined as “the 
systematic recording, analysis and criti- 
cal examination of the methods and 
movements involved in existing or pro- 
posed ways of doing work.” Its purpose 
is to develop easier and more produc- 
tive methods. The book lists six stages 
in the application of its techniques :— 
select the work to be studied; record all 
relevant facts; examine the facts criti- 
cally; develop the most practical, 
economic and effective method; install 
the method as standard practice; main- 
tain that practice by regular routine 
checks. These stages are studied in 
detail, with instructions and recom- 
mendations for their practical applica- 
tion. 

Of these stages the crux is the 
critical examination, says the Institute. 
New methods should not be considered 
until all the undesirable features of the 
existing method have been exposed by 
systematic examination. 

One of the most important features of 
method study training, states the pre- 
face, is the attitude of mind that it 
generates. Every manager should read 
this book: after doing so he may well 
see some of the operations in his works 
or factory in an entirely new light. 


Livestock Accounting. By J. Haisman, 
F.P.A.N.Z. Pp. 32. (New Zealand Society 
of Accountants, Wellington, New Zea- 
land: 3s. net.) 


AN INQUIRY INTO the problem of 
accounting for income from livestock 
farming in New Zealand provided the 
subject of the fourth annual research 
lecture of the New Zealand Society of 
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Accountants. The lecture is reproduced 
in this booklet. The suggestion was made 
that a new accounting system for live- 
stock was necessary. Depending upon 
the circumstances, livestock can be 
regarded either as capital assets or 
trading stock, and difficulty often arises 
in segregating capital from income. The 
research lecturer and author suggests 
that the dual account system will attend 
to these details better than any other 
method in use, especially as it involves 
the use of market values for stock 
valuation (truly the only fair values). 

The dual account system consists of: 

1. A sheep flock account (applicable 
equally to cattle, pigs, poultry and so 
on) to which, in addition to the opening 
stock, the closing market value of the 
increased stocks of any particular age 
group is debited and the closing stock 
and the opening market value of the 
deceased stocks of any age group is 
credited. The balancing figure represents 
the capital profit or loss for the year. 

2. A sheep trading account (similarly 
applicable to other animals) to which are 
debited the annual purchases, and the 
credit for decreased stocks in the flock 
account. The sales and the debit for in- 
creased stocks are credited. The balan- 
cing figure in this account represents the 
profit or loss attributable to income for 
the year. It will be seen from the worked 
examples in the booklet that when 
market prices are falling a capital loss 
is incurred and when market prices rise 
a capital gain ensues. However, taxable 
profits move in the contrary directions 
to market prices. 

Among other methods of livestock 
accounting the United Kingdom herd 
basis receives prominent mention. By 
the use of an extreme example one 
anomaly of this system is illustrated, 
but it overlooks the fact that no dis- 
allowance takes place when the cost of 
replacement is increased by changes in 
market values only. It is true that large 
capital gains may be obtained by 
farmers who systematically improve their 
herds, and whilst some may consider 
this an abuse of the system none can 
deny that it promotes good farming 
policy. In New Zealand, livestock may 
be taken at standard values, and this 
method is said to operate fairly well: 
the dual account system is an expansion 
of the standard value method and for 
this reason it is claimed to be soundly 
rooted in the past. 

An appendix contains a fully worked 
example for five years ending June 30, 
1960, together with other comparative 
tables. This journey into the future 
illustrates the points at issue, but an 


example based upon five years ended 
June 30, 1955, would have been more 
realistic and conclusive. 

Although based on New Zealand 
taxation and case law, the ideas and 
information found in this booklet will 
nonetheless interest accountants in 
Great Britain who deal with farm 
accounts, many of whom already 
realise the anomalies that exist .under 
present day methods. G.S. 


Form Design. Pp. 31. (Office Manage- 
ment Association, Ltd., 58 Victoria Street, 
London, S.W.1: 6s. net.) 


AN ORGANISATION AND methods study 
gtoup of the office Management Asso- 
ciation has produced this report in the 
interests of greater efficiency and less 
straining of tempers in conveying the 
mass of information which must be put 
on paper for business purposes. 

After an introductory section, the 
many hints and instructions are arranged 
under the headings “Design in relation 
to the Use of the Form” and “Design 
in relation to the Production of the 
Form.” It is emphasised that the clerical 
cost of using forms outweighs the cost 
of producing them: it is therefore im- 
portant to relate the form to other 
documents, and to make it compre- 
hensible and easy to read and to use. 
Related entries should be conveniently 
grouped, and columns and panels are 
recommended as giving neat and defined 
entry spaces. Spacing should be adapted 
to completion in manuscript, type- 
writing, or other means likely to be used. 

Advice is given on printing or duplica- 
ting, on instructions to the printer, and 
on grade and finish of paper. A.P. 


Chitty’s Mercantile Contracts. Edited by 
Barry Chedlow, Barrister-at-Law. Pp. 
Ix +673. (Sweet & Maxwell, Ltd.: 
£2 15s. Od. net.) 


THE MOST COMPREHENSIVE practitioner’s 
text book on the law of contract is 
Chitty, two fat volumes running to no 
less than 1,500 pages. The first volume 
of the work deals with the general 
principles of contract law. The second 
covers the various divisions of the law of 
contract in much detail—agency, master 
and servant, sale of goods, bills of 
exchange, partnership, insurance and 
hire-purchase. In that volume several 
jurists each contributed a section: the 
section on bills of exchange, cheques and 
promissary notes was written by Mr. 
Barry Chedlow. 

Mr. Chedlow has now prepared a 
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comprehensive book for students of 
mercantile law, entirely based on the 
second volume of Chitty. The whole of 
the text and notes of that work have 
been carefully edited and revised. The 
law has been brought up to May, 1955, 
and the matter has been rearranged. 

The result is a first-class performance. 
It was prepared primarily for students 
reading mercantile law for the solicitors’ 
Final examination. But it can be recom- 
mended with confidence to all students 
of mercantile law (whether or not 
preparing for any professional examina- 
tion). Moreover, the treatment of the 
various sections is so practical and well 
arranged that practitioners will be glad 
to include it in their professional 
libraries. 

To illustrate the lucid and adequate 
presentation of each separate section of 
the law, it must suffice to examine the 
exposition of the law appertaining to 
bills of exchange, cheques and promis- 
sary notes, by the learned editor of this 
excellent volume. It is an admirable 
piece of compression and is typical of 
the general level of the work; Mr. 
Chedlow has taken only 66 pages to 
expound this subject, which is one of 
much complexity. In general, in the 
present book, he has succeeded in 
presenting all that the most diligent 
student needs to know (and much 
besides that is of value to practitioners). 

E.E.E. 


The Keeping of Attorneys’ Books. By J. 
Bobrov, B.A., B.COM., C.A.(S.A.), F.S.A.A. 
Pp. 68. (Juta & Co. Ltd., P.O. Box 30, 
Cape Town: net.) 


THIS BOOK WAS reviewed in our Septem- 
ber issue (page 355). It is regretted that 
by a misprint the price was wrongly 
stated. 


Books Received 


A Current Digest of the Law Affecting 
Accountancy. 5th issue, September 1— 
December 31, 1954. Pp. 71. (Incorporated 
Accountants’ Research Committee, London, 
W.C.2: 5s. net.) 


Some Suggestions on Simple Accountancy 
Control Techniques for the Small Industrial 
Concern. By Desmond F. Davis, A.s.A.A. 
**Practice Notes” Series No. 39. Pp. 19. 
(Incorporated Accountants’ Research Com- 
mittee, London, W.C.2: 4s. net.) 


Lancashire County Council. Abstract of 
Accounts for the year ended March 31, 
1955. Pp. 374. (County Treasurer, County 
Hall, Preston.) 
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Legal Notes 


Company Law— 
Return of Money Paid for Shares not 
Allotted 


N. Ltd., a mining company, fell into 
difficulties but the directors considered 
that, if a substantial sum of new money 
could be raised, some part of the com- 
pany’s concessions could be profitably 
developed. They accordingly invited 
shareholders to apply for new shares, 
making it clear that the issue of any new 
shares was conditional upon the whole 
issue being fully subscribed and upon 
the sanctioning of some resolutions by 
the Court: if these conditions were not 
satisfied the money would be refunded, 
and meanwhile the money would be 
kept in a separate account. Some 
applications were made for shares, but 
the issue was not fully subscribed and 
accordingly no shares were allotted. 
However, before the money could be 
returned to the subscribers, debenture 
holders put in a receiver and the question 
arose whether the money formed part 
of the general assets of the company or 
whether it should be returned to the 
subscribers. 

In Re Nanwa Gold Mines Ltd. [1955] 
1 W.L.R. 1080, Harman, J., said that 
the question turned upon the con- 
struction of the application form and 
that there was no point in the company’s 
promise to keep the money in a separate 
account unless the subscribers were to 
have a lien over the money. Accordingly 
the money did not form part of the 
general assets of the company but must 
be returned to the subscribers. 

His Lordship went on to say that, 
even if the application form had not con- 
tained a promise to keep the money in 
a separate account, it was possible that 
the subscribers would still have been 
entitled to the money under Section 51 
of the Companies Act, 1948. That 
Section refers to statements in pros- 
pectuses about applications for leave to 
deal with shares proposed to be allotted 
and provides that the company is to 
repay the money where permission is 
refused. Section 51 (3) expressly pro- 
vides that, where money is sent in on a 
provisional application, ‘‘all money re- 
ceived as aforesaid shall be kept in a 
separate bank account so long as the 
company may become liable to repay 
it.” That, in his Lordship’s view, 
appeared to be an attempt to erect by 


statute a kind of trust for applicants in a 
case of this sort. 


Executorship Law and Trusts— 
Inheritance (Family Provision) Act, 1938. 
In Re Andrews deceased [1955] 1 W.L.R. 
1105, the daughter of the testator had 
left home in 1911 and had ever since 
lived with a married man as if his wife. 
The testator made no provision for her 
in his will, and she claimed that an order 
should be made in her favour under the 
Inheritance (Family Provision) Act, 
1938, on the grounds that she was an 
unmarried daughter and was also a 
dependant unable to maintain herself. 
Wynn-Parry, J., held that, once the 
daughter had left home to live with a 
man, the testator had no moral obliga- 
tion to maintain her or to make any 
provision for her in his will, and that 
accordingly she was not entitled to an 
order. 


Executorship Law and Trusts— 
Class Gifts 


A testator who wishes to make a class 
gift, for instance, a bequest to “all my 
nieces,”” must make up his mind whether 
he wishes the gift to be shared only by 
those members of the class who are 
living at his death or also by those who 
may be born subsequently. He must then 
use words which will clearly express his 
intention. 


In Re Manners deceased [1955] | 
W.L.R. 1096, the testator bequeathed a 
quarter of the residue of his estate “to 
my grandchildren (the children of my 
son E.J.M.) to be administered towards — 
their maintenance and education until 
the youngest is 21 years of age and then 
distributed equally among them.” At 
the time of the testator’s death E.J.M. 
had two children and a third was after- 
wards born. The question was whether 
this third child took any share. 

Upjohn, J., said that the gift to the 
grandchildren was both immediate and 
vested ; in those circumstances there was 
a clear rule of construction that the class 
was confined to those in being at the 
time of the death, and that rule must 
prevail unless the testator had clearly 
indicated a contrary intention. The 
direction to distribute the share when 
the youngest child became 21 and to 
apply the income for maintenance in the 
meantime was not a sufficient indication 
that the testator intended a larger class 
to take. Accordingly the third child took 
no share. 

His Lordship added that this con- 
struction might defeat the testator’s real 
intention, but, if it did, the reason was 
that he had failed to use sufficiently 
explicit language to displace the rule of 
construction. It would be a mistake to 
try to whittle away so firmly entrenched 
a rule and thereby make the rule 
“incoherent and capricious in its effect.” 
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The Student’s Columns 


I—THE STUDY OF EXECUTORSHIP 


THE STUDY OF executorship can be built round the follow- 
ing framework: 

(1) When a person dies, what he owned or had benefits 
from goes to some one or more other persons. The 
destination is determined thus: 

(a) If it is his own property, it will go according to his 
will (a written document properly witnessed by two 
witnesses). 

(b) If he leaves no will, the law of intestacy dictates 
the destination. This law is based on the assumption 
that he would want his wife and children to benefit; if 
there is no wife or child, then his nearest relatives. The 
rules for devolution of property on intestacy must be 
learned. 

(c) If it is property over which he has power to 
dictate the destination (i.e. over which he has a power 
of appointment) it will go according to the document— 
deed or will—by which he exercised the power. 

(d) If it was property of which he had the enjoyment 
only, the document—someone else’s will, or a settle- 
ment made either by himself or by someone else— 
which gave him the enjoyment will dictate what happens 
to the property. Thus, if the deceased was a life tenant 
under his father’s will, the latter document will say 
who benefits next. 

(2) If there is a will naming a person as executor to 
carry out the deceased’s wishes as expressed in the will, 
the executor should take out probate, which is the 
Court’s authority to him to act as personal representative 
of the deceased. If there is no will, or there is an executor 


II—TAXATION 


THE FOLLOWING QUESTION appeared in the May, 1955, 
Intermediate Examination of the Society of Incorporated 
Accountants. 

At December 31, 1953, the balance sheet of Z. Ltd. 
contained a provision for current taxation of £5,632 
(including a provision for Schedule A tax of £337 10s. Od.) 
and a reserve for future taxation of £10,000. It is the 
policy of the directors to reserve in the accounts the full 
liability to taxation arising out of such accounts. 

During the year ended December 31, 1954: 

(1) Income Tax, Schedule D, 1953/54, amounting to 
£5,422 was paid. 


named in a will who is unwilling or unable to act as such, 
the person entitled can apply to the Court for Letters of 
Administration, which are the relevant authority to act. 

(3) Before applying for probate or administration, it is 
necessary to pay estate duty on the deceased’s property 
passing on the death. This involves ascertaining what 
passes, making proper valuations and filling in the official 
estate duty account. Property other than the deceased’s 
own will attract estate duty as well, if it passes on his 
death, but it will have to be paid later by the person 
having control over it. 

(4) Once representation has been granted, the personal 
representative—executor or administrator—must collect 
the property, realising what is necessary, pay the funeral 
expenses and debts, pay any legacies or other bequests 
and distribute the residue according to the will or law of 
intestacy, whichever applies. If property has been put in 
trust for persons not yet of age or for other persons who 
are only to have the income for life, it will be necessary 
to appoint trustees. 

(5) The personal representative must keep proper 
accounts, taking care that every person interested in the 
estate gets that to which he is entitled, neither less nor 
more. This involves applying certain rules of apportion- 
ment laid down by statute or by case decisions. 

Students are advised to read first one of the more 
elementary books on the subject, which should be enough 
for the intermediate stage. It is usually necessary to read 
a more complete work for the final, as more detailed 
knowledge is required. 


IN ACCOUNTS 


(2) Income Tax, Schedule A, 1953/54, amounting to 
£450 was paid. 

(3) Debenture interest amounting to £440 (net), 
ground rent amounting to £33 (net) and bank 
interest amounting to £100 (gross) were paid. 

(4) Interest on Government securities amounting to 
£220 (net) was received. ‘ 

(5) Agreement was reached with the Inland Revenue 
that profits for assessment in 1954/55 after 
deducting capital allowances are £19,560. 

Assuming that estimated profits for assessment in 
1955/56 after deducting Capital Allowances are £12,000, 


|| 
| 
| 
7 
i 


xix 


Management trusts Powers-Samas 


All over the world progressive managements entrust their accounting, costing 
and statistical problems to Powers-Samas tried and proved punched card machines. 
And this doesn't mean only managements of big concerns — Powers-Samas ranges 


of equipment meet the needs and budget of every size and kind of business. 


And now Powers-Samas new electronic machines are bringing 


. added economies and efficiency to their users. 


In this new field of electronic accounting Powers-Samas are 
setting the pace in the production of a range of data 
processing machines which is bringing all that is best in modern 


technological advancement to the aid of industry and commerce. 


POWERS-SAMAS 


Mechanical, Electro-Mechanical and Electronic Accounting Machines 


Powers-Samas Accounting Machines (Sales) Limited, Powers-Samas House, Holborn Bars, London, E.C.I. 
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“Tell me, please — 


where should I invest 


this money? 


Professional men are no strangers to questions such case of need, a reasonable and regular rate of interest. ' 
as this. So many people who quite suddenly come Where can you find these needs better served than 

into possession of substantial sums are at a loss to by investment with a Building Society? There 
know how to invest them. is the added advantage that income tax is paid by 
A little probing reveals the essentials they seek — the Society. 

safety for capital, accessibility without trouble in We shall be glad to send you full details. . 


CO-OPERATIVE PERMANENT 
BUILDING SOCIETY 


NEW OXFORD HOUSE - LONDON - W.C.I CITY OFFICE: 163 MOORGATE, E.C.2 


TELEPHONE: HOLBORN 2302 TELEPHONE: MONARCH 3556 


ESTABLISHED 1884 FUNDS EXCEED £106,000,000 - 90 BRANCHES 
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ACCOUNTANCY 


give the income tax account of the company for the 
year ended December 31, 1954. 
How would you show the charge to taxation in the 
company’s profit and loss account? 
(Ignore profits tax.) 

The principles involved in this question are as follows: 

(1) Modern practice dictates that there shall be appro- 
priated out of the profits of the accounting period all 
taxation chargeable by reference to the same profits. So 
far as assessments are based on the profits of the preced- 
ing year, this practice has the result that the income tax 
appearing in the accounts for the year to December 31, 
1954, is that in respect of the year 1955/56, and due on 
January 1, 1956. The purpose is to set aside out of profits 
earned the Revenue’s share. Income charged on an 
“actual” basis is easier to deal with, since the charge will 
be based on the actual income credited in the year. 

(2) There is to be deducted from the income tax calcu- 
lated as above any tax recouped by deduction from 
annual charges, but not from dividends, which are shown 
net in the appropriation accounts. The bank interest 
would be charged as an expense in the accounts before 
arriving at profits. 

(3) Schedule A tax is commonly charged on the “‘legal”’ 
basis, apportioning the tax paid to “fit” the accounting 
period. It is permissible, however, to charge the tax 
payable for the year of assessment in which the account- 
ing period ends. 

Basing our answer to the question on the above prin- 
ciples, we can calculate as follows: 

(a) If the standard rate for 1955/56 (8/6) was not known at 
the time of preparing the accounts, we should use 9/- in the £, 
charging for future taxation £12,000 at 9/- = £5,400. As we 
were preparing the accounts in May, 1955, we should know 
the rate and charge £12,000 at 8/6 = £5,100. 


(5) The charge for income tax is therefore: 
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£ 
Brought forward 5,730 
Less recouped on debenture interest . . .. £360 
do. ground rent 27 
387 
5,343 
(c) The amount carried forward to 1955 is: 
Current Taxation 
Schedule D, 1954/55 due 1.1.55 £19,560 at 
9/- ... 8,802 0 0 
Schedule A, 1954/55 proportion to 31.12.54 
3x£450.... 337 10 O 
£9,139 10 O 
Future taxation Schedule D, £5,100. 
(d) Over-provision for previous years: 
Schedule D, 1953/54 Paid 5,422 0 0 
Provided 
£5,632 — £337 10s. 0d. = 5,294 10 O 
127 10 O 
£ 
Schedule D 1954/55 Agreed 8,802 
Provided 10,000 
1,198 0 0 
Over-provision £1,070 10 0 


It would be as well to add (6) and (d) above to enable 
the examiner to trace the reason for any errors made. 

Having considered the above principles, we can pro- 
ceed to set out the income tax account. In the profit 
and loss account (appropriation section) the charge 
would read: 


£ 
Schedule D, Case 1 1955/56 .. = - .. 5,100 Income tax based on the profits of the year £5,343 0 O 
Schedule A, 4 1953/54+ 3 1954/55... 450 Less over-provision for previous years 1,070 10 
Deductions from investment income .. 180 
£4,272 10 0 
Carried forward £5,730 oe 
INCOME TAX ACCOUNT 
1954 £ s. d. £ = 1954 £ s. d. £ ae 
Jan.1 Cash: Sch. A. 1953/54 450 0 0 Jan.1 Balance b/f 
Sch. D. 1953/54 5,422 0 0 Current Taxation 
Dec. 31 Interest on Government Sch. A. 337 10 0 
Securities ; 180 0 0 Sch. D. 5,294 10 0 
ae: 5,632 0 0 
Future Taxati 10,000 0 0 
Sch. A. 1954/55 337 10 0 wena 15.632 0 0 
Sch. D. 1954/55 8,802 0 0 Dec. 31 Debenture interest .. 360 0 0 
Ground rent .. .. 27 0 O 
; £9,139 10 0 Profit and loss account 4,272 10 0 
Future taxation 
Sch. D. 1955/56 5,100 0 0 
14,239 10 O 
£20,291 10 O £20,291 10 O 
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THE SOCIETY OF 
Incorporated Accountants 


Prescription for Inflation 


THE INCORPORATED ACCOUNTANTS’ Dis- 
trict Society of Northern Ireland held a 
dinner in the Grand Central Hotel, 
Belfast, on October 25. The chair was 
occupied by the President of the District 
Society, Mr. J. D. Radcliffe, M.com.sc., 
F.S.A.A., and the guests included Mr. 
George B. Hanna, a.c. (Minister of 
Home Affairs); The Lord Mayor of 
Belfast (Alderman R. J. R. Harcourt, 
3.P.); Mr. Bertram Nelson, F.S.A.A., J.P. 
(President of the Society of Incorporated 
Accountants) and Mr. I. A. F. Craig 
(Secretary); Professor F. H. Newark, 
B.C.L., M.A. (Professor of Jurisprudence, 
Queen’s University, Belfast); Mr. J. H. 
Crummitt, M.A. (Headmaster of the 
Royal Belfast Academical Institution); 
Mr. R. E. McClure, F.c.A. (Chairman, 
Belfast Society of Chartered Accoun- 
tants); and others representative of the 
professions, commerce and industry in 
Northern Ireland. 

Professor F. H. Newark, B.C.L., M.A., 
Professor of Jurisprudence at Queen’s 
University, Belfast, proposed the toast 
of the Society of Incorporated Accoun- 
tants. He said that the Society had two 
main functions: the maintenance of 
professional standards, and control of 
entry into the profession in order to 
ensure that those standards were main- 
tained in the next generation. 

His own view was that the policy of 
equal opportunities for all had gone too 
far. Before the war, through scholar- 
ships, the really brilliant boy or girl 
found the way to the university. Very, 
very few deserving cases were kept out 
by penury. Now there was a swing to the 
other extreme. The very, very few 
deserving ones got Government and 
local education authority awards—and 
so did a host of others. The quality of 
some of those who went to Queen’s on 
public grants showed an appalling 
waste of money. 

Assuming that five per cent. of the 
children who left school each year were 
first-class material, before the war the 
university took about a third of those, 
and the other two-thirds were available 
for entering the professions which did 
not normally expect training to be 
preceded by a _ university degree— 
professions such as the law and accoun- 


tancy—and for industry The situation 
today was reversed. It seemed that in 
future the eyes of the accountancy pro- 
fession would have to turn to the 
universities. 

Mr. Bertram Nelson, President of the 
Society of Incorporated Accountants, 
responded. He said it was easy to believe, 
as had been said on high authority, that 
our present problems of inflation had 
been caused by trying too many things 
at the same time and that the remedy 
was to slow down business activity. That 
belief was dangerous, particularly to 
communities such as those in Northern 
Ireland and in his own Merseyside, 
where employment was still an anxious 
problem. 

The true remedies for inflation de- 
pended on increased production at 
lower cost, with greater (and not less) 
freedom and enterprise. Inflation of the 
present type was a certain sign that we 
were trying to enjoy a better standard of 
living than we were really earning. The 
cure was better work. 

It was commonly believed that we 
were spending too high a proportion of 
the national income on_ industrial 
buildings or plant and that this process, 
however desirable in relation to future 
production, should now be retarded. As 
a temporary measure, some postpone- 
ment of new building projects might be 
necessary, but the tempo of our indus- 
trial development was far behind that of 
other great industrial countries. He had 
been looking at the figures for expend- 
iture in recent years on all types of build- 
ings, excepting dwelling-houses, ex- 
pressed in 1948 prices. In 1938 the total 
was £451 million: in 1954 it was £411 
million. 

He hoped that the Chancellor in his 
supplementary Budget would be able to 
propose measures to encourage enter- 
prise and efficiency, and not merely an 
increase in taxation. Excessive taxation 
was, in itself, a major cause of inflation. 

If stable levels could be secured, there 
would be great benefits in steadying 
wages negotiations and in permitting 
firm prices to be quoted for export 
orders, for example. We were certainly 
not saving nearly enough. The total of 
savings through the national savings 
movement and the Post Office and other 
savings banks had increased by only 


about 1 per cent. since 1950, while 
personal expenditure had increased by 
about 24 per cent. How could ordinary 
people be expected to save if their savings 
were continually wasted away by infla- 
tion? 

Mr. J. D. Radcliffe, M.com.sc., 
F.S.A.A., President of the District Society, 
proposed the toast of the Government of 
Northern Ireland. He said that the 
facilities afforded to industry by the 
Government had done much to improve 
the employment situation. It was unfair 
to point to the Province’s 28,000 un- 
employed as evidence to the contrary. 
Rather they must consider what that 
figure might have been if the Govern- 
ment had not intervened with energy 
and courage. 

An important step recently taken was 
the appointment of Lord Chandos as 
Chairman of the Northern Ireland Ad- 
visory Council. Similar councils had 
been very successful in Scotland and 
Wales, and the formation of the Council 
for Northern Ireland would give fresh 
minds an opportunity to look at old 
problems. The Government had shown 
itself able and willing to do its part, but 
the success of all its schemes depended 
on the men and women of Northern 
Ireland. 

Mr. George B. Hanna, Q.c., Minister 
of Home Affairs, in his reply, gave an 
assurance that the Government would 
seize every opportunity to promote 
industry. 

Mr. H. F. Bell, F.S.A.A., A.C.1.S., pro- 
posed the toast of the City of Belfast. 

The Lord Mayor (Alderman R. J. R. 
Harcourt) responded. He referred to the 
serious traffic problem in Belfast and 
said that it was only by the co-operation 
of pedestrians and motorists alike that 
they would be able to make the city as 
they would like to have it. 

The toast of the guests was honoured 
on the proposition of Mr. A. Harbinson, 
B.COM.SC., F.S.A.A. Mr. J. H. Crummitt, 
M.A., Headmaster of the Royal Belfast 
Academical Institution, and Mr. R. E. 
McClure, F.c.A., Chairman of the 
Belfast Society of Chartered Accoun- 
tants, replied. 


Brevity 


THE INCORPORATED ACCOUNTANTS’ Dis- 
trict Society of North Staffordshire held 
a dinner and dance at the North 
Stafford Hotel, Stoke-on-Trent, on 
October 21. Mr. F. S. Ralphs, A.s.A.A., 
President of the District Society, oc- 
cupied the chair, and the company in- 
cluded the Lord Mayor and the Lady 
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Mayoress of Stoke-on-Trent (Mr. and 
Mrs. H. Naylor); His Honour Judge 
H. A. Tucker; Mr. Bertram Nelson, 
F.S.A.A., J.P. (President of the Society of 
Incorporated Accounts) and Mr. I. A. 
F. Craig (Secretary); the Mayor and 
Mayoress of Newcastle under Lyme 
(Mr. and Mrs. N. F. Bradshaw); Mrs. 
F. S. Ralphs; Mr. J. L. Thorpe (senior 
Inspector of Taxes) and Mrs. Thorpe; 
and other representatives of civic, 
professional and industrial life in the 
area. 

His Honour Judge H. A. Tucker 
proposed the toast of the Society of 
Incorporated Accountants. He suggested 
that the Chancellor of the Exchequer 
should receive ,advice before each 
Budget from a financial advisory council, 
the nucleus of which should be com- 
posed of the Presidents of the Society 
of Incorporated Accountants, the Insti- 
tute of Chartered Accountants, and the 
National Union of Manufacturers, the 
Chairman of the Trades Union Con- 
gress, and a leading banker. They would 
be well qualified to advise on reductions 
in Government expenditure and on 
matters affecting trade. 

He hoped that accountants would be 
able to achieve greater simplicity of 
language in accounts, which were often 
unintelligible to the layman. 

Mr. Bertram Nelson (President of the 
Society of Incorporated Accountants), 
responding to the toast, referred to the 
great increase in committee work in 
recent years. Because of the growth of 
large-scale enterprises and because of 
increasing co-operation in _ business 
affairs, decisions which had been cus- 
tomarily taken by individuals were being 
increasingly taken by committees. There 
had been no corresponding develop- 
ment of committee techniques. Mr. 
Nelson suggested three rules for com- 
mittee members: 

1. A member should not feel bound to 
speak on every item. 

2. The purpose is to decide on action: 
avoid giving irrelevant information. 

3. Let there be a normal time for 
finishing, remembering that attention 
relaxes after the first hour. It is often 
desirable to have special meetings to 
deal with major policy issues and to 
select for discussion at each ordinary 
meeting one or two subjects of impor- 
tance. 

Mr. F. S. Ralphs (President of the 
District Society) proposed the toast of 
the guests. 

The Lord Mayor of Stoke-on-Trent 
(Mr. H. Naylor), in response, appealed 
to owners of business houses on the 
route of the forthcoming Royal tour of 


the Potteries to clean and paint their 
premises. He commented on the ad- 
mirable work done by the City Treas- 
urer (Mr. F. E. Cheetham, A.s.a.a.) and 
the staff of his department. 

The toast was also acknowledged by 
Mr. J. L. Thorpe, senior Inspector of 
Taxes. 


The Accountant and the 
Business Man 


THE INCORPORATED ACCOUNTANTS’ Dis- 
trict Society of Yorkshire held a dinner 
at the Queen’s Hotel, Leeds, on Novem- 
ber 4, under the chairmanship of Mr. 
John J. Penny, F.s.A.A., the President 
of the District Society. The guests in- 
cluded Mr. Cyril W. Banks (President 
of Leeds Chamber of Commerce); 
Professor A. J. Brown, M.A., D.PHIL. 
(University of Leeds); Mr. R. Cleworth, 
a.c. (Stipendiary Magistrate of Leeds); 
Alderman W. R. Hargrave; Mr. Ber- 
tram Nelson, F.S.A.A., J.P. (President of 
the Society of Incorporated Account- 
ants); Mr. I. A. F. Craig, 0.B.£. (Secre- 
tary); Mr. S. H. Sheen (President of the 
Incorporated Leeds Law Society) and 
others representative of the professions, 
education, commerce, and the Inland 
Revenue. 

Mr. Cyril W. Banks, President of 
Leeds Chamber of Commerce, propo- 
sing the toast of the Society of Incor- 
porated Accountants, said that over 
15,000 companies were registered in 
1954, compared with over 13,000 the 
previous year—an increase that must 
have done good to the profession. 
Industry, he said, was still booming, yet 
the Chancellor of the Exchequer feared 
a crisis. The trouble was that what took 
60 months to make in this country could 
be made in other countries in 50 months, 
with the obvious result that goods could 
be produced in those countries at a 
lower cost. 

If every man and woman would work 
a little harder and a little more con- 
scientiously the Chancellor’s Budget 
would prove to be a good one. But the 
harder one worked the more the income 
tax authorities took away. He agreed 
with Lord Chandos that there should 
be some special relief for those earning 
between £2,000 and £5,000 a year. One 
day the Chancellor of the Exchequer 
would have to bring back from the golf 
courses many businessmen who were 
tired of working harder and being taxed 
for doing so. 

Labour shortage was leading to all 
kinds of inefficiency. Experienced men 
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with long years of service were con- 
cerned when they found that their sons 
in less skilled work were receiving higher 
wage rates. 

Mr. Bertram Nelson (President of the 
Society of Incorporated Accountants), 
responding to the toast, referred to the 
close association between the Society 
and Chambers of Commerce through 
the work of Sir James Martin, Mr. 
Henry Morgan and many other mem- 
bers of the Society who had held office 
in Chambers of Commerce. It was 
desirable that Incorporated Account- 
ants, who served commerce and industry, 
should know of the problems of 
business. The accountant was, in some 
senses, not an expert executant as were 
engineers and chemists. In technical 
matters he was an independent layman 
who, because of his training and ex- 
perience, should have special powers of 
perception. There were advantages in 
that status. In recent years, there had 
been a tendency to constitute Boards of 
directors from full-time executives, who 
now sometimes felt the lack of the old 
Board of experienced business men 
without departmental responsibility— 
the jury of laymen to whom policy had 
to be justified. The accountant in indus- 
try was part of the management team— 
he must never become an arbitrator or 
an informer—but the appeal to the 
facts (for which he was largely respon- 
sible) had taken the place of the appeal 
to the independent directors. 

The techniques of the accountancy 
profession for measurement, diagnosis 
and treatment were fast developing. 
The human frame was infinitely more 
complex than the economic system, but 
the accountancy profession might have 
to look forward to a period of research 
no less arduous and lengthy than that 
sustained by the medical profession in 
the last 2,000 years. Progress depended 
on close co-operation between the 
business world and the accountant, co- 
operation of the type illustrated by the 
work which had been done recently in 
the boot and shoe industry by repre- 
sentatives of that industry and of the 
Society’s Research Committee. 

In his relations with business, it was 
important that the accountant should 
appreciate that decisions depended on 
judgment or flair (and not exclusively 
on figures) and that, however complica- 
ted the accountant’s calculations might 
become, the results must be presented 
with simplicity if they were to be under- 
stood and used. 

Mr. J. J. Penny, F.s.A.A., President of 
the District Society, proposing “Our 
Guests and Kindred Professions,” said 
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that Mr. Nelson had worked unceasingly 
for the profession and for the Society, 
and had proved to be a worthy successor 
of a distinguished line of Presidents. 
Welcoming the many representatives of 
kindred societies, he expressed the hope 
that their close association would con- 
tinue for many years to come. They all 
regretted the unavoidable absence of the 
Lord Mayor, Sir James Croysdale. 

Mr. Sidney H. Sheen, President of the 
Incorporated Leeds Law Society, in 
response, said that all the professions 
were affected by changes that were never 
envisaged twenty years ago. They were 
all troubled with staff turnover, in view 
of the opportunities offered by industry. 
They could still, however, carry on their 
work without being hampered or inter- 
fered with by any outside body. They 
were free to advise their clients and to 
stem the ever-growing tide which might 
encroach on the liberty of the individual. 

Alderman W. R. Hargrave, who also 
responded, said that the problem facing 
the country would not be solved by 
politicians or Parliament. The situation 
called increasingly for the mutual trust 
and confidence of employers and em- 
ployed. 


In Russia Today 


A LUNCHEON WAS held by the Incor- 
porated Accountants’ London and 
District Society on November 17, when 
Mr. Chris Chataway, the champion 
runner, was the guest speaker. Mr. J. A. 
Allen, F.s.A.A., the chairman of the Dis- 
trict Society, who presided, introduced 
Mr. Chataway. 

Mr. Chataway spoke about his recent 
visit to Russia. He believed the cost 
of living there was not so fantastically 
high as was sometimes thought. At the 
rate of exchange of 40 roubles to the £, 
the rate allowed to Embassy and news- 
paper men—compared with the official 
rate of 11 roubles—wages seemed to be 
about £5 a week in Moscow. A suit 
cost about £25 on that basis. 

Television was extremely popular in 
Moscow and with State subsidies a set 
cost only about £30. The programmes 
were of a high standard. The ballet 
was widely supported, with superb and 
extremely expensive sets, and the danc- 
ing was extraordinarily good. Sport 
was heavily subsidised. Coaches in the 
employment of the State travelled 
throughout the country looking for 
talent. At the athletics meeting which he 
attended, he found extremely fine organi- 
sation. Successful sportsmen, like bal- 


lerine, received honour and financial 
gain. 

Mr. Chataway did not think the 
smaller Western European nations had 
much chance of competing successfully 
in sport with the Soviet Union. British 
standards had so improved that nobody 
equalling only the performance of the 
British contestants at the last Olympic 
Games would even get into the British 
team; nevertheless, he did not think her 
chances were good of winning even one 
event in the next Olympics at Melbourne. 
The larger nations, like the Soviet 
Union and U.S.A., had much larger 
populations on which to draw and since 
world champions in sport were really 
“physical freaks” there was much more 
chance of their being thrown up because 
of the larger population of the country. 


Council Meeting 
Ocroser 20, 1955 


Present: Mr. Bertram Nelson (President), 
Mr. John Ainsworth, Mr. F. V. Arnold, Mr. 
Edward Baldry, Mr. C. Percy Barrowcliff, 
Mr. R. Wilson Bartlett, Mr. C. V. Best, 
Mr. A. Blackburn, Professor F. Sewell 
Bray, Mr. Andrew Brodie, Mr. Henry 
Brown, Mr. W. F. Edwards, Mr. J. S. 
Heaton, Mr. J. A. Jackson, Mr. Hugh O. 
Johnson, Mr. H. L. Layton, Mr. C. Yates 
Lloyd, Mr. Festus Moffat, Mr. S. L. 
Pleasance, Mr. F. A. Prior, Miss P. E. M. 
Ridgway, Mr. P. G. S. Richie, Mr. W. G. 
A. Russell, Mr. R. E. Starkie, Mr. A. H. 
Walkey, and Mr. Richard A. Witty. 


Reports of Committees 

The Council received the minutes of recent 
meetings of the Finance and General Pur- 
poses Committee, Examination and Mem- 
bership Committee, District Societies Com- 
mittee, Applications Committee, Library 
Committee, Conference Committee, Com- 
pany Law and Practice Committee, Parlia- 
mentary and Taxation Committee, Future 
Policy Committee and Disciplinary Com- 
mittee. 


Library 

The Council passed a resolution of thanks 
to Professor F. Sewell Bray and to Mr. R. 
R. Coomber, F.C.A., F.S.A.A., for their 
generous gifts to the Society’s library. Mr. 
Coomber presented pages of an enlargement 
from the microfilm sent by the Russian 
authorities of the earliest known book in 
English on book-keeping—“‘A Notable 
and Very Excellente Woorke,” a trans- 
lation published in 1547 of a book by Jehan 
Ympyn Christoffels, first published in 
Dutch in 1543. A note on the book, with 
reproductions of two pages, appears in 
Accounting Research, July, 1955, pages 
281-4. 


Endorsements on Cheques 
A report was received that Mr. W. G. A. 
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Russell gave evidence on behalf of the 
Society before the Committee on Cheque 
Endorsement at its meeting on October 19. 


Sir James Martin Memorial Exhibition 
The Council approved the award of a Sir 
James Martin Memorial Exhibition to Mr. 
John Leslie Read, articled to Mr. A. W. C. 
Lyddon, Fellow, Plymouth. 


Stamp-Martin Scholarship 

The Council approved the award of the 
second Stamp-Martin Scholarship to Mr. 
C. D. Pilling, who is reading for the 
B.Comm. Degree at the University of 
Birmingham. 


Membership 

The Council approved twenty-five applica- 
tions for election to Fellowship, twenty-two 
applications for admission to membership, 
and fourteen applications for registration 
as members in retirement. 


Resignations 
It was reported that the resignations of 
the following members had been accepted: 

From January 1, 1955: PLumpe, Kenneth 
Collingwood (Associate) Darlington; 
Twicc, John Amos (Associate) Little 
Plumstead. 

From January 1, 1956: Aris, Kenneth 
Joseph (Associate) London; BurRGeEss, 
Edward Herbert (Associate) London; 
Mack, John Glynn (Associate) Newcastle- 
upon-Tyne; Stokoe, Frederick (Associate) 
Castleford; WARMINGTON, William Henry 
(Associate) Cheltenham. 


Deaths 

The Council received with regret a report of 
the death of each of the following members: 
ANTOINE, Bernard William (Fellow) Lon- 
don; CHAPLIN, Edward Stanley (Associate) 
London; CHurRCH, Winifred Annie (Asso- 
ciate) London; Dopp, Cecil (Associate) 
Owensboro, Kentucky; HAwkins, John 
Jabez (Fellow) London; Hunter, David 
(Associate) York; KNIGHT, William Leslie 
(Associate) Durban; Lee, Thomas Russell 
(Associate) Liverpool; MCGILLIGAN, 
Michael (Fellow) Middlesbrough; Mc- 
ILHERENE, Alexander (Fellow) Coleraine; 
MANN, Horace (Associate) Bradford; 
MARSHALL, William Arthur (Associate) 
Blackpool; Morris, Sidney Thomas (Fel- 
low), London; Nixon, Sir Edwin Van-der- 
Vord, c.M.G., (Fellow) Melbourne; PETRIE, 
Gilbert (Fellow) London; Woop, Cyril 
Douglas (Associate) Greenford, Middlesex. 


Special Council Meeting 


AT A SPECIAL meeting of the Council held on 
October 20, a report was received from the 
Disciplinary Committee relating to the 
removal of Barnet Eastman, Associate, 
Durban, from the office of liquidator of a 
company under an Order of the Supreme 
Court of South Africa. The report of the 
Disciplinary Committee was adopted and 
the Council resolved that Barnet Eastman 
be excluded from membership of the Society. 
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Incorporated Accountants’ 
Lodge 


THE INSTALLATION MEETING of the Incor- 
porated Accountants’ Lodge was held on 
October 25 at Freemasons’ Hall, Great 
Queen Street, London, W.C.2. W. Bro. 
J. C. Chaumeton installed his successor, 
W. Bro. W. F. Edwards, L.G.R., as W.M. 

W. Bro. W. F. Edwards invested the fol- 
lowing officers: Bro. E. B. Trimmer, S.W.; 
W. Bro. G. J. Hakim, J.W.; W. Bro. W. J. 
Crafter, Treasurer; W. Bro. A. S. Darr, 
Secretary; W. Bro E. J. P. Garratt, D.C.; 
Bro. F. R. Marshall, S.D.; Bro. A. Armitt, 
J.D.; W. Bro. A. V. Hussey, A.D.C.; W. 
Bro. A. A. Garrett, Almoner: Bro. F. A. 
Roberts, 1.G.; Bros. E. A. Woods, L. J. D. 
Jones, and E. J. Morris, Stewards; W. Bro. 
A. C. Chitty, Tyler. 

A large number of guests were present, 
including V.W. Bro. C. U. Peat, M.c., 
Grand Treasurer. 

The address of the Secretary of the Lodge 
is 35 New Broad Street, London, E.C.2. 


District Societies 
and Branches 


South African (Northern) Branch 
MEMBERS OF THE South African (Northern) 
Branch met in Johannesburg on November 
2 to meet Mr. J. A. Jackson, F.C.A., F.S.A.A., 
a member of the Council of the Society, who 
was visiting South Africa. Mr. Jackson was 
introduced by Mr. W. K. V. Fowler, Chair- 
man of the Branch Committee. 

Mr. Jackson conveyed to members of the 
Branch greetings from the Council and the 
staff of the Society in London, and referred 
to the great interest always shown there in 
the affairs of the South African Branches. 
He then gave an extremely interesting 
address on “Current Trends in Accountancy 
Practice in the United Kingdom.” In the 
main, he said, auditing still remained the 
heart-beat of practice. Taxation, including 
estate duty, by reason of its heavy toll called 
for continual attention. 

The many schemes tried in recent years 
by large concerns for enabling employees 
to share in their profits were admirable in 
theory, but he suggested that they fre- 
quently broke down when profits took a 
downward trend. 

Mr. Jackson said he understood that 
P.A.Y.E. was likely to be introduced in the 
Union. His own feelings were that it worked 
simply; there was nothing to be afraid of in 
it; and a large amount of revenue which 
would otherwise be lost was obtained by it 
from workers who flitted from job to job. 

Mr. A. L. Galloway, a member of the 
Branch Committee and the President of the 
Transvaal Society of Accountants, proposed 
a vote of thanks to Mr. Jackson, and this 
was carried with applause. 


Sussex 


MR. R. C. METHOLD, F.c.A., F.S.A.A. 


Mr. R. C. Methold, the newly-elected 
President of the District Society of Sussex, 
has been a member of the Committee of the 
District Society since its formation in 1950. 
His family have lived in Sussex for many 
generations. Mr. Methold was educated at 
at Shoreham Grammar School, and in 1928 
joined the firm of Carpenter, Box and Co., 
Chartered Accountants, Worthing and Lan- 
cing. He qualified as an Incorporated Ac- 
countant in 1937, and some years later became 
a member of the Institute of Chartered 
Accountants in England and Wales. He has 
been a partner in the firm since 1947. 


Sheffield 
THE ANNUAL GENERAL meeting of the Incor- 
porated Accountants’ District Society of 
Sheffield was held on October 4. The 
President, Mr Walter E. Moore, presided. 
The accounts for the year were approved, 
and the retiring members of the Committee 
were re-elected. Mr. Arnold Graves was re- 
elected Honorary Auditor and thanked for 
his past services. 

At the Committee meeting which fol- 
lowed, Mr. William Kirkham was ap- 
pointed President of the District Society. 


Events of the Month 


December 1.—Carlisle: “Interpretation of a 
Balance Sheet,” by Mr. V. S. Hockley, 
B.COM., C.A. County Hotel, at 6.30 p.m. 
London: “Some Aspects of American 
Accounting.” Stamp-Martin seminar 
opened by Professor W. T. Baxter, Pro- 
fessor of Accounting at the London School 
of Economics and Political Science, Uni- 
versity of London. Incorporated Account- 
ants’ Hail, W.C.2, at 6 p.m. 

London: “Partnerships and Companies— 
Compared and Contrasted,”’ by Mr. C. H. 
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Beaumont, Barrister-at-Law. For new 
students. Incorporated Accountants’ Hall, 
W.C.2, at 6 p.m. 


December 2.—Birmingham: “‘An Account- 
ing Miscellany,” by Professor D. Cousins. 
Law Library, Temple Street, at 6.15 p.m. 
Manchester: “Executorship Problems of 
Capital and Income,” by Mr. J. Linahan, 
A.S.A.A. Incorporated Accountants’ Hall, 
90 Deansgate, at 6 p.m. 


December 3.— Dublin: Dinner. 


December 5.—Bedford: “Income Tax 
Losses,” by Mr. R. W. Moon, B.LITT., 
A.c.A. Students’ meeting. Embankment 
Hotel, at 6.15 p.m. 

Coventry: “Practical Problems in Auditing,” 
by Mr. R. Glynne Williams, F.c.A., F.T.1.1. 
Pearson Hall, Y.M.C.A., The Quadrant, 
at 6.15 p.m. 

Hull: Luncheon meeting. New Manchester 
Hotel, at 12.50 p.m. 


December 6.—Dudley: “Suretyship and 
Guarantee,” by Mr. C. H. Beaumont. 
Dudley and Staffordshire Technical College, 
The Broadway, at 7 p.m. 


December 7.—Ipswich: ‘“‘Consequential 
Loss Insurance,” by Mr. D. W. Reeds. 
Gem Restaurant, Upper Brook Street, at 
7 p.m. 

Middlesbrough: *“‘Machine Accounting,” by 
a representative of Burroughs Adding 
Machine Ltd. Café Royal, Linthorpe Road, 
at 6.30 p.m. 

Sheffield: Dinner dance. Grand Hotel, at 
6.30 for 7 p.m. 


December 8.—London: ‘Accounting Dy- 
namics—IV.”” Stamp-Martin Chair lecture 
by Professor F. Sewell Bray, F.C.A., F.S.A.A. 
Incorporated Accountants’ Hall, W.C.2, at 
6 p.m. 

Nottingham: “‘Accountancy Provisions of 
the Companies Act, 1948,” by Mr. P. E. 
Harris, A.s.A.A. The Reform Club, Victoria 
Street, at 6.30 p.m. 

Wolverhampton: “‘Executorship Accounts,” 
by Mr. J. Linahan, A.s.A.A. Star and Garter 
Hotel, at 6.15 p.m. 


December 9.—Birmingham: “Fraud,” by 
Inspector Hinson, of the Criminal Investiga- 
tion Department. Law Library, Temple 
Street, at 6.15 p.m. 

Bradford: “Investigations for the Purpose of 
purchasing a Business,” by Mr. A. C. 
Simmonds, F.s.A.A. Liberal Club, Bank 
Street, at 6.15 p.m. 

Glasgow: Address by Mr. Festus Moffat, 
O.B.E., J.P., F.S.A.A., President of the Scottish 
Branch. Students’ meeting. Scottish College 
of Commerce, at 6.15 p.m. 

Hull: Visit to the City Treasurer's Mech- 
anised Accounting Department. Students’ 
meeting. At 5.45 p.m. 

Leicester: ““The London Money Market,” 
by Mr. C. R. Curtis, M.sc., PH.D. Students’ 
meeting. Victoria Hotel, Granby Street, at 
6 p.m. 

Manchester: “Taxation” by N. D. B. 
Robinson, Incorporated Accountant. Stu- 
dents’ meeting. Incorporated Accountants’ 
Hall, 90 Deansgate, at 6 p.m. 

Sheffield: Debate between Chartered and 
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Incorporated students. Grand Hotel, at 
6 p.m. 


December 10.—Swansea: “The Law of 
Contract and Sale of Goods,”’ by Mr. R. D. 
Penfold, Barrister at Law. Students’ meeting. 
Y.M.C.A., The Kingsway, at 10 a.m. 


December 13.—Dublin: “‘Economics and 
Costing of Air Travel,” by Mr. J. F. 
Dempsey, B.COMM., A.C.A. Students’ meet- 
ing. Jury’s Hotel, College Green, at 6.15 
p.m. 

Leeds: “Share Valuation and Take-over 
Bids,” by Mr. C. R. Curtis, M.SC., PH.D., 
F.c.1.s. Great Northern Hotel, at 6.15 p.m. 
Northampton: “Sources of Capital,”” by Mr. 
H. G. Hodder, a.1.B. Students’ meeting. 
Plough Hotel, Bridge Street, at 7 p.m. 


December 14.— Norwich: ““Capital Accounts 
of Local Authorities,’ by Mr. A. J. Barnard, 
A.S.A.A. Royal Hotel, at 7 p.m. 


December 15.—Bradford: Students’ annual 
dance. Gaumont Ballroom. 

Bristol: “Consolidated Accounts,” by Mr. 
A. E. Langton, LL.B., F.C.A., F.S.A.A. Royal 
Hotel, College Green, at 6.30 p.m. 
Cambridge: “‘The Duties of an Executor,” 
by Mr. A. E. Shorten, F.1.B., A.A.C.C.A. 
Shire Hall, at 7 p.m. 


December 16.—Belfast: Students’ Annual 
Ball. Belfast Castle, at 9 for 9.15 p.m. 
Birmingham: “Debentures,” by Mr. R. D. 
Penfold, Barrister-at-Law. Law Library, 
Temple Street, at 6.15 p.m. 

Brighton: “Elements of Cost Accounting,” 
by Mr. V. S. Hockley, B.coM., C.A., 
A.A.C.C.A. Students’ meeting. The Clarence 
Hotel, North Street, at 5 p.m. 

Carlisle: Annual Dinner Dance. Silver 
Grill. 

Manchester: “‘The Accountancy Profession 
and the Inland Revenue,” by Mr. James S. 
Heaton, F.S.A.A. Joint meeting with H.M. 
Inspectors of Taxes. Incorporated Account- 
ants’ Hall, 90 Deansgate, at 6 p.m. 
Newcastle-upon-Tyne: “Common Law, 
Statute Law and Equity,”’ by Mr. J. Stewart 
Oakes, Barrister-at-Law. Library, 52 
Grainger Street, at 6.15 p.m. 


December 30.—Bristol: ““The Preparation 
of Audit Programmes from Comparative 
Balance Sheets—also Company Finance,” 
by Mr. A. C. Simmonds, F.s.a.A. Royal 
Hotel, College Green, at 6.30 p.m. 


January 2.—Hull: Luncheon meeting. New 
Manchester Hotel, at 12.50 p.m. 


January 4.—Colchester: Computa- 
tions,” by Mr. L. A. Hall, A.c.A., A.S.A.A. 
The Joscelin Cafe, High Street, at 7 p.m. 
January 5.—Hull: “Company Liquida- 
tions,” by Mr. A. V. Hussey, F.S.A.A. 
Students’ meeting. Church Institute, Albion 
Street, at 6.15 p.m. 


January 6.—Birmingham: “That there is no 
room for the hangman in a modern com- 
munity.’’ Debate with the students of the 
Association of Certified and Corporate 
Accountants. Law Library, Temple Street, 
at 6.15 p.m. 

Leeds: Dinner Dance. Queen’s Hotel. 
Leicester: ““Modern Trends in Auditing,” 
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by Mr. J. Perfect, F.c.A. Students’ meeting. 
Victoria Hotel, Granby Street, at 6 p.m. 
Manchester: ‘“‘Taxation,” by N. D. B. 
Robinson, M.B.E., A.S.A.A. Students’ meeting. 
Incorporated Accountants’ Hall, 90 Deans- 
gate, at 6 p.m. 


Personal Notes 


Messrs. Cassleton Elliott & Co., Nigeria, 
announce that they have opened an office in 
Enugu, Eastern Provinces, Nigeria, under 
the direction of Mr. J. S. Crawshaw, A.C.A., 
who has been admitted to partnership in 
the Enugu practice. They have also admitted 
to partnership in their Lagos office Mr. L. 
C. Parker, A.c.A., and Mr. Raymond 
Gatward, A.S.A.A., and in the office at Kano 
Mr. L. M. Murphy, A.c.A. In all cases the 
firm-name remains unchanged. 


Mr. R. M. Simpson, F.S.A.A., is one of the 
underwriting members of Lloyd’s. 


Mr. C. E. Sutton, A.S.A.A., F.C.W.A., 
formerly deputy chief accountant of the 
Metal Box Co. Ltd., has been appointed 
chief buyer. 


Messrs. John Naylor & Son, Blackburn, 
have taken into partnership Mr. Ronald 
C. Lovejoy, A.s.A.A., who has been a mem- 
ber of their firm for some years. The firm 
name has been changed to John Naylor & 
Co. 


Messrs. Peat, Marwick, Mitchell & Co. 
have admitted Mr. J. A. Fryer, A.s.A.A., 
into partnership in their Johannesburg 
practice. 


Mr. Thomas H. Sherlock, Incorporated 
Accountant, is now practising in his own 
name at 1 Armadale Road, Chichester, 
Sussex. He was formerly a partner in the 
firm of Buchanan & Barter, which has been 
dissolved. 


Mr. W. J. S. Bosworth, A.s.A.A., has been 
appointed chief accountant to the Federal 
Hydro-Electric Board, Salisbury, Southern 
Rhodesia. 


Mr. T. Horsfield, A.s.A.A., is now director 
and secretary of A. E. Dorn Ltd., Leeds. 


The partnership of Messrs. Nutt, Horne 
& Co. has been dissolved. Mr. H. R. 
Horne, F.s.A.A., and Mr. W. E. Mason, 
A.S.A.A., are practising as H. R. Horne & 
Partners, Incorporated Accountants, at 
42 Friar Gate, Derby. Mr. Geoffrey Nutt, 
A.S.A.A., has entered into partnership with 
Mr. F. Hedley Richardson, F.c.a., and Mr. 
C. Bacon, A.c.A., in the firm of Richardson, 
Nutt & Co., St. James’s Chambers, St. 
James’s Street, Derby. 


Messrs. D. R. Carston & Co., Incorpora- 
ted Accountants, of Cardiff and Barry, 
announce that they have taken over the 
practice of Messrs. Ernest Holbrook and 
Co., Cardiff. This practice will be operated 
from their office at 2 Museum Place, 
Cardiff. They have admitted into partner- 
ship Mr. L. C. Poley, Incorporated Ac- 
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countant, who was previously a partner in 
Ernest Holbrook & Co. 


Mr. C. E. Hale, a.s.a.a., has been 
appointed accountant to J. S. White & Co. 
Ltd. and Telemac Ltd., Manchester. 


Mr. W. E. Barnacle, A.s.A.A., has been 
appointed accountant and assistant secre- 
tary to McLellan Rawson & Co. Ltd., 
Nottingham. 


Removals 


Mr. H. F. J. Cadwallader, F.s.a.a., has 
removed his office to Eagle House, Severn 
Street, Welshpool. He is now practising 
under the style of Cadwallader & Co., 
Incorporated Accountants. 


Mr. Harry Williams, Incorporated Ac- 
countant, has removed to 5 Hyperion 
Avenue, Polegate, Sussex. 


Messrs. Wm. Harold Warren & Co. 
announce that their offices are now at 120 
Green Lane, Derby. 


Mr. Herbert M. Searle, Incorporated 
Accountant, announces that his address is 
now Exeter House, Chobham Road, 
Woking, Surrey. 


Messrs. N. T. O’Reilly & Partners have 
removed their Carlisle office to 28 Portland 
Square, Carlisle. 


Messrs. Scott, Firth & Shaw, Incorporated 
Accountants, have removed to Victoria 
Buildings, 12 Park Cross Street, Leeds, 1 


Obituary 


Harry Lee 
WE RECORD WITH regret that Mr. Harry Lee, 
D.C.M., A.S.A.A., died on October 22, at the 
age of 61. 

In World War I Mr. Lee won the D.C.M. 
during heavy fighting in the Ypres front in 
1917. He later received a commission in the 
King’s Royal Rifle Corps. 

After demobilisation Mr. Lee served 
articles in Bradford with the late Mr. W. A. 
Turner, F.s.A.A. He qualified as an Incorpor- 
ated Accountant in 1925, and two years 
later left his principal’s firm to enter the 
Bradford City Treasurer’s Department. At 
the time of his death he had been for some 
years accountant to the Provident Clothing 
& Supply Co. Ltd., Bradford. 

Mr. Lee was a member of the Committee 
of the Incorporated Accountants’ Bradford 
and District Society from 1939 to 1947. 

As a Freemason, Mr. Lee was Worship- 
ful Master of Harmony Lodge 600 in 1951, 
its centenary year, and had also been 
Preceptor of the John O’Gaunt Rose Croix 
Chapter. 

The funeral at St. Philips’s Church, 
Girlington, was attended by over four 
hundred persons, including representatives 
of many organisations with which Mr. Lee 
was associated. 
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EMPLOYMENT AGENCY LTD 


have vacancies for Qualified Accountants 


at home or overseas. 


Also many positions for Senior or 


Semi-Senior Audit Clerks and Book-keepers 


Telephone: Apply: 

MONarch 6977 (3 lines) 80 Coleman Street, 
MONarch 4982 (4 lines) Moorgate, 
MONarch 6970 London, EC2 


Temporary Binders for 
| ‘ACCOUNTANCY’ 


A FIRST APPROACH TO ECONOMICS 
By E. Victor Morgan. Professor of Economics, University College, Swansea. 
This work is for first-year students of economics in Universities and all who 
are beginning a serious study of the subject. It is based on a course which the 
author has been giving to his first-year students and which is designed to 
take them to the point where they can enter the honours school. 20/- net. 


ECONOMICS OF INDUSTRIAL ORGANIZATION 
By A. Beacham, M.A., Ph.D., Professor of Economics and Political Science, 
University College of Wales, Aberystwyth. This is a new up to date third 
edition of this authoritative book which is designed to supplement the 
general economics textbook. The chapter dealing with the structure of 
British industry has been completely rewritten and the text has been 
revised wherever possible to take into account the more important changes 
which have taken place since the last edition was published. 16/- net. 


EXECUTORSHIPS AND TRUSTS 
By J. H. Phillips, Fellow of the Institute of Bankers, and G. E. M. Jenkins, 
LI.B. 2nd Edition. This important book and new supplement deal with the 
practical application of the more important sections of the 1925 property 
legislation relating to trust administration. It gives special attention to the 
infant beneficiary and the wider conception of the making of capital advance- 
ments to conform to present day conditions. A special feature is the treat- 
ment of trust investments and investment policies. The new supplement is 
annotated for easy reference and takes notice of all case decisions since 1948. 
Book, including supplement, 32/- net. Supplement only, 4/- net. 


PERSONNEL MANAGEMENT 
By C. H. Northcott, M.A., Ph.D. Completely revised and up to date, here is 
the third edition of a work that is essential to anyone connected with per- 
sonnel management—essential because it is one of the major works on the 
subject. Up to date, to the extent that at least two-fifths of the book 
represents new material, this revised edition includes six new chapters, 
many new references, and up to date bibliography. 30/- net. 


Keep the current year's issues 
neatly and securely together. 
Each issue instantaneously in- 
serted or removed. When one 
set is sent away for permanent 
binding, this binder is ready for a 
further twelve months’ service. 


_ Green binders with the title in gilt lettering are now available. 
Price 12s 6d each (by post 13s). 


INCORPORATED ACCOUNTANTS HALL, Sir Isaac Pitman & Sons Ltd. 


SOCIETY OF INCORPORATED ACCOUNTANTS 
| 


TEMPLE PLACE, VICTORIA EMBANKMENT, LONDON, W.C. 
PARKER STREET - KINGSWAY ~- LONDON, WC2 
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Classified Advertisements 


Two shillings and sixpence per line (average seven words). Minimum ten shillings. Box numbers one shilling extra. 
Replies to Box Number advertisements should be addressed Box No. ..., c/o ACCOUNTANCY, Incorporated Account- 
ants’ Hall, Temple Place, Victoria Embankment. London, W.C.2, unless otherwise stated. It is requested that the 
Box Number be also placed at the bottom left-hand corner of the envelope. 


APPOINTMENTS VACANT 


THE SOCIETY’S APPOINTMENTS REGISTER 
Employers who have vacancies for Incorporated 
Accountants on their staffs and also members seeking 
new appointments are invited to make use of the 
facilities provided by the Society’s Appointments 
Register. No fees are payable. All enquiries should be 
addressed to the Appointments Officer, Incorporated 
Accountants’ Hall, Temple Place, Victoria Embank- 
ment, London, W.C.2. Tel. Temple Bar 8822. 


COLONIAL DEVELOPMENT CORPORATION 
requires qualified ACCOUNTANTS. 
4a) Initially in London, likely to serve later in Colonies; 
under 40 preferably with both professional and 
commercial experience; starting salary between 
£1,250 and £1,500 p.a. depending on experience. 
Also junior accountant with or without commer- 
cial experience; starting salary up to £1,100 p.a. 
(b) INCOME TAX SPECIALIST for London Office 
preferably with some experience of Colonial 
taxation, starting salary not less than £1,500 p.a. 
depending on experience. 
Permanent and pensionable posts. Apply giving full 
particulars quoting Serial No. 254, to Personnel, 
33 Hill Street, London, W.1. 


SINGAPORE POLYTECHNIC 

Applications are invited for the following posts: 
HEAD of the DEPARTMENT of COMMERCE. 

Qualifications: degree in commerce or economics, 
or equivalent qualification, and experience in com- 
merce and as head of department or senior lecturer in 
a technical college. 
REGISTRAR. 

Professional accounting or secretarial qualifications 
and experience of educational administration required. 

The Singapore Polytechnic is now being established 
under an autonomous Board of Governors to meet 
the Colony’s needs for higher technical and com- 
mercial education. 

Salaries, including allowances: 

Head of Dept. of Commerce: M$24,000 (£2,800) 


p.a. 
Registrar: M$21,000-M$24,000 (£2,450-£2,800) 
a. 

v4 Appointments will be on agreement for a tour of 

3 years in first instance with possibility of renewal. 

Provident scheme. Partly furnished accommodation 

at moderate rental. Free medical attention. Free 

passages for persons appointed, wives and families on 
first appointment, leave and retirement. Generous 
home leave on full salary. 

Further information may be obtained from the 
Secretary, ADVISORY (COMMITTEE ON COLONIAL 
Coiieces, 1 Gordon Square, London, W.C.1, to 
whom applications (6 copies) giving details of educa- 
tion, qualifications and experience and naming 3 
referees should be sent by December 19, 1955. 


A CITY FIRM of Incorporated Accountants, with 
varied practice, have vacancy for Semi-Senior Audit 
Clerk with good accountancy experience. Apply, 
stating age, experience and salary required, to Box No. 
217, c/o ACCOUNTANCY. 


A LARGE commercial organisation in British West 
Africa requires a qualified Accountant with know- 
ledge and experience of Port and Shipping Accounts. 
Candidates should not be older than thirty-five and 
should be able to show that they possess initiative and 
constructive approach to accounting problems. 
Commencing salary of £1,250 per annum subject to 
experience and qualifications, free furnished accom- 
modation, medical services and first class passages, 
family allowances, contributory pension fund pro- 
viding guaranteed benefits which include widow’s 
and children’s pensions. Initial kit allowance of £75, 
colonial rates of income tax, tours of 21 months 
followed by substantial leave on full pay. Write to 
Box No. 215, c/o ACCOUNTANCY. 


A LEADING firm of Chartered Accountants have 
vacancies in their Birmingham office for young newly 
or partly qualified men. Box No. 129, c/o ACCOUN- 
TANCY. 


ACCOUNTANT—young, preferably qualified, for 
professional office in NAIROBI. Commencing salary 


£1,000 p.a. rising £60 p.a. Four-year contract, pas- 
sages paid, annual bonus, pension and medical aid 
schemes. Further details quoting OSS.67/2, from 
OVERSEAS TECHNICAL Service, 5 Welldon Cres., 
Harrow, Middx. 


A LEADING BRITISH COMPANY with many 
factories and subsidiary companies in the United 
Kingdom and Overseas is at present reviewing 
senior staff requirements for the next 5/10 years 
and invites applications from men (under 35) who 
have completed Military Service and who pre- 
ferably hold an Accounting qualification or 
Economics degree. 

The immediate vacancies are in the Finance 
Division of the Group at factories in Scotland, 
Lancashire, the Midlands and at Head Office in 
London and successful candidates can be em- 
ployed initially at these locations depending on 
the applicants’ personal and other circumstances. 
Thereafter opportunities wil! be available in the 
United Kingdom and Overseas in the Finance and 
other Divisions of the Group. Accounting for 
management is a particular feature of the Group 
and there is an assured and progressive career for 
the right men. 

Will all those who consider they have the 
necessary ability take full advantage of this 
opportunity and kindly write in the strictest con- 
fidence to Box No. 216, c/o ACCOUNTANCY. 


A VACANCY has occurred in the expanding Accounts 
Department of a light engineering company in 
Lanarkshire for an Accountant, preferably Chartered 
or Incorporated. Applicants, who will be responsible 
to the Chief Accountant, should have about two 
year’s post qualifying audit experience with know- 
ledge of punched card accounting and budgetary 
control. Pension and insurance schemes are in 
operation. Applications in writing to Personnel 
Manager, HONEYWELL-BROWN Newhouse, 
Lanarkshire. 


A WELL KNOWN large manufacturing company in 
Birmingham area is increasing its Head Office accoun- 
ting team and requires a qualified accountant age 
25/35 as assistant to the Chief Financial Accountant. 
Previous industrial experience desirable, particularly 
related to branch and depot stock controls and 
accounting. The position is a new one and will offer 
considerable scope for advancement to the right 
applicant. Write stating age, experience, current 
salary and salary required to Box No. 218, c/o 
ACCOUNTANCY. 


ACCOUNTANT. A large industrial and commercial 
organisation in British West Africa requires a recently 
qualified accountant with auditing experience under 
age thirty who can show that he possesses initiative 
and constructive approach to accounting problems. 
Commencing salary £1,100 per annum, free furnished 
accommodation, medical services and first class 
passages, family allowances, contributory pension 
fund providing guaranteed benefits which include 
widow’s and children’s pensions. Initial kit allowance 
of £75, colonial rates of income tax, tours of 21 
months followed by substantial leave on full pay. 
Write to Box No. 214, c/o ACCOUNTANCY. 
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rare books on every subject. 


GERrard 5660 (16 lines) 


THE WORLD’S GREATEST BOOKSHOP 


*** FOR BOOKS 4 4 


All new Books available on day of publication. Secondhand and 
Stock of over 3 million volumes. 


Subscriptions taken for British, American and Continental maga- 
zines and we have a first-class Postal Library—write for details! 


We BUY Books, Coins, Stamps. 
119-125, CHARING CROSS ROAD, LONDON, W.C.2 


Two minutes from Tottenham Court Road Station 


ACCOUNTANT—NIGERIA. Experienced man, age 
30-40, preferably single, to take control to final 
accounts of a general transport undertaking. Two- 
year contract with four months’ leave on full salary on 
completion; free furnished quarters and medical 
attention; car provided; salary not less than £1,000 
per annum, according to experience and qualifica- 
tions. Apply with fullest possible information to Box 
No. 210, DoRLAND ADVERTISING Ltp., 18-20 Regent 
Street, London, S.W.1. 


ACCOUNTANT required by the UGANDA 
GOVERNMENT Public Works Department. The 
post is pensionable and appointment will be on 
probation for 2 years in the first instance. Com- 
mencing salary according to experience in salary 
scale (including inducement pay and present tem- 
porary allowance of 10% of salary) £838 rising to 
£1,544 a year. Outfit allowance £30. Free passages. 
Liberal leave on full salary after tour of 30-36 months. 
Candidates, between 26 and 36 years, must have good 
accountancy experience preferably connected with 
Civil Engineering or building construction. Member- 
ship of a recognised body of professional accountants 
would be an advantage. Write to the CROWN AGENTS, 
4 Millbank, London, S.W.1. State age, name in block 
letters, full qualifications and experience and quote 
M1B/34135/AD. 


ACCOUNTANT REQUIRED. The Co-operative 
Wholesale Society Limited requires a qualified 
Accountant to be responsible for the accounts of its 
Meat Department which operates nationally with 
headquarters in London. The candidate will be res- 
ponsible to the Departmenta! Manager for the func- 
tional control and direction of all clerical staff at 
depots and in area offices, and directly for the 
administration of the clerical staff at London Head- 
quarters, where there is a punched card installation. 
Duties would embrace the integration of the account- 
ing and costing arrangements of the sales and pro- 
ductive units of the Department and the preparation 
of control statistics for Management. 

Applications are invited from candidates aged 
30-45 years; will be treated in strictest confidence 
and should be made to the Secretary and Executive 
Officer, | Balloon Street, Manchester 4, stating salary 


required. 


ACCOUNTANTS! AUDIT CLERKS! BOOK- 
KEEPERS! If you have the necessary experience we 
can find a BETTER position for you from dozens 
now on our books with no obligation to yourself. 
Phone or write: Ho_mes BurREAu, 10 Queen Street, 
E.C.4, City 1978. 


APPLICATIONS are invited from young men, 
preferably recently qualified, who are desirous of a 
career in Industrial Accountancy. Preference will be 
given to candidates with proven ability to work 
efficiently and constructively with minimum of 
supervision. Practical knowledge of modern pro- 
duction and cost control systems an advantage. 
Standard Costs and Budgetary Control, fully inte- 
grated with the Financial Accounts, are in operation 
together with Hollerith Machine Accounting. 
Salary commensurate with successful candidates’ 
qualifications. Contributory Pension Scheme. Full 
details of education, training, qualifications and 
appointments held, in writing to Secretary, West 
YORKSHIRE Founpries LimiTeD, Sayner Lane, Leeds, 


AUDIT CLERK required for professional firm in 
SALISBURY, SOUTHERN RHODESIA. Qualified 
senior position with initial salary approx. £1,000 p.a., 
according to qualifications, etc. Annual increments 
of £60, passage out paid. Apply quoting OSS.51/12, 
to OVERSEAS TECHNICAL SERVICE, 5 Welldon Crescent, 
Harrow, Middx. 


Open 9-6 (inc. Sats.) 
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AUDIT CLERK required for professional office in 
NAIROBI. Senior position with commencing salary 
approx. £1,000 p.a. Four-year contract, first class 
Passages both ways, paid leave, etc. Apply quoting 
OSS.49/2, to OVERSEAS TECHNICAL Service, 5 
Welldon ‘Crescent, Harrow, Middx. 


AUDIT CLERKS. Many vacancies waiting for Senior, 
Semi-Senior or Junior. Call Bootu’s AGENCY, 80 
Coleman St., Moorgaie, E.C.2. 


BRISTOL CHARTERED ACCOUNTANTS, with 
extensive and varied practice, require qualified 
ASSISTANT. Commencing salary £600 to £750, 
according to experience, subject to annual review 
Good pension scheme and excellent prospects. Apply 
with full particulars to Box No. 219, c/o ACCOUNT- 
ANCY. 


CHARTERED Accountants, City, require male or 
female assistant, qualified or experienced, for 
Secretarial and Estates Department, with some 
knowledge of Trust Accounts. Write details to Box 
No. 190, DORLAND ADVERTISING Ltp., 18-20 Regent 
Street, London, S.W.1. 


CHARTERED ACCOUNTANTS require Senior and 
Semi-Senior Audit Clerks. Apply Messrs. THORNTON 
& THORNTON, 6 Worthing Road, Horsham, Sussex. 


CHARTERED ACCOUNTANTS, small City firm, 
require qualified and partly qualified accountants for 
varied work. Progressive salaries from £500/800 
according to experience. Apply with brief particulars 
to Box No. 213, c/o ACCOUNTANCY. 


CHARTERED OR INCORPORATED ACCOUNT- 
ANT required by large firm of Feod Manufacturers 
near Rochdale, ave about 30. Preference given to 
candidate having experience with commercial concern, 
Excellent prospects for right man.Write giving age, 
experience and fuil details of past experience to Box 
4574, WILLIAMS’S ADVERTISEMENT Offices, Bradford. 


CHIEF ACCOUNTANT required by expanding Ford 
Distributors in London Area. Age 30-40, Excellent 
prospects. Box No. 212, c/o ACCOUNTANCY. 


CITY Chartered Accountants with varied practice 
require two young qualified men to be directly 
responsible to a partner. Salary £700-£800 according 
to experience. Write with full particulars to Box No. 
209, c/o ACCOUNTANCY. 


INCORPORATED Accountant, young, required by 
medium-sized firm of City Incorporated Accountants 
as Senior Audit Clerk. Good knowledge of taxation 
and incomplete records and ability to work without 
supervision. Salary £700 to £750. Apply Box No. 207, 
c/o ACCOUNTANCY. 


INVESTIGATING ACCOUNTANT required by the 
GOLD COAST GOVERNMENT INCOME TAX 
DEPARTMENT for one tour of 18 to 24 months in 
first instance with prospect of permanent and 
pensionable employment. Salary (including oversea 
pay) £1,750 rising to £1,850. Free passages. Liberal 
leave on full salary. Candidates must have been 
members of a recognised body of professional 
accountants for at least seven years with at least three 
years’ experience in the work of a Colonial Income 
Tax Department or five years in practice as an 


accountant since qualifying. Write to the CROWN 
AGENTS, 4 Millbank, London, S.W.1. State age, 
name in block letters, full qualifications and exper- 
ience and quote M1 B/42922/AD. 


LADY Chartered or Incorporated Accountant. City 
Chartered Accountants have vacancy in Secretarial, 
Estates and Trust Department. Write full particulars 
to Box No. 192, DoRLAND ADVERTISING LTD., 18-20 
Regent Street, London, S.W.1. 


LIVERPOOL Firm of Chartered Accountants with 
varied connection have positions with pension for 
two senior assistants, preferably qualified. Reply 
Box C627, LEE AND NIGHTINGALE, Liverpool. 


MITCHELL COTTS & CO. LTD. seek a young 
unmarried qualified accountant of good personality 
for service with their Affiliated Company in Aden. 
The post offers excellent prospects, particularly to a 
man seeking experience in large-scale international 
trading. The work would comprise internal auditing 
of Branches in the Middle East, assisting and depu- 
tising for the Chief Accountant and dealing with 
investigation and statistical work. Free air passage is 
offered, paid home leave, pension scheme and kit 
allowance. Applications in confidence to Personnel 
Officer, 2 Queen Anne’s Gate, London, S.W 


QUALIFIED ACCOUNTANT, under 30 and prefer- 
ably single, required by an old-established British 
Merchant Company for service in Indonesia. Initial 
remuneration will be commensurate with ability and 
experience, with progression dependent upon merit. 
Liberal paid home leave. Outfit Allowance. Pension 
Scheme and Staff Provident Fund. Box No. 211, 
c/o ACCOUNTANCY. 


VACANCIES available for qualified Accountants in 
South America, West Indies, Rhodesia, Kenya, Far 
East and the Continent. Call Bootn’s AGENCY, 80 
Coleman St,, Moorgate, E.C.2. 


YOUNG QUALIFIED MAN. City Chartered 
Accountants require keen young accountant to act as 
personal assistant to one of the senior partners. 
Interesting work offering valuable experience. Write 
full particulars to Box No. 196, c/o ACCOUNTANCY. 


ARTICLED CLERKS 


ARTICLED Clerk required by City Incorporated 
Accountants. Thorough training and experience under 
supervision of Principal in medium sized Practice. No 
premium required. Salary £3 10s. Od. per week. Apply 
Box No. 208, c/o ACCOUNTANCY. 


APPOINTMENTS 
REQUIRED 


A VACANCY may soon occur on your staff. Let us 
help to fill it as soon as possible. Phone or write: 
HoLMes BuREAU, 10 Queen Street, E.C.4. City 1978. 


Xxiil 


PRACTICES AND 
PARTNERSHIPS 


PURCHASING A PARTNERSHIP SHARE? Loans 
of 75% to 80% available on a reasonable purchase 
price at 5°% interest. Write for illustration to: BARNES 
& Bircu (Insurance & Finance Brokers), 10 High 
Street, Burton-on-Trent, Staffs. Tel.: 2314. 


MISCELLANEOUS 


NAME PLATES FOR ACCOUNTANTS, in bronze, 
brass and plastics.—Send wording and size for free 
estimate and layout to ABBEY CRAFTSMEN LtTD., 78 
aaa Street, London, N.W.1. Tel. EUSton 


NAME PLATES FOR ACCOUNTANTS (in Oxi- 
dised bronze or brass) promptly engraved. Send 
words for full-size layout. Illustrated leaflet sent post 
free. —MaliLe & Son Ltp., 367 Euston Road, N.W.1. 


OLD ESTABLISHED Building Society with high 
reserves and liquid funds requires additional invest- 
ments to keep pace with its growing mortgage depart- 
ment. Applications for a limited number of invest- 
ment agency appointments are invited from pro- 
fessional accountants. Write for particulars to 
Box No. 135, c/o ACCOUNTANCY. 


THE “GROVE” SPECIALLY DESIGNED AC- 
COUNT BOOKS greatly simplify the book-keeping 
difficulties of the small businessman and trader. 
Clear. Complete. Scientific. Supplied to and recom- 
mended by Accountants throughout the country. 
Specimen rulings on request. THE GROVE PUBLISHING 
Co., Macclesfield, Ches. 


THE “TSM” ANALYSIS CASH BOOK, for 
more than twenty years past, has proved itself a 
real time-saving boon to an ever increasing num- 
ber of Accountants and their clients. An “honest 
to goodness” straightforward analysis cash book 
with “no frills.” Printed headings suitable for most 
businesses, both large and small. Price still £1, 
carriage paid in U.K. Specimen sheet and par- 
ticulars of 11th (revised) edition from VERISIMPUL 
Account Book Co. Ltp., 4 Market Place, 
Kingston, Surrey. 


WAKEFIELD COLLEGE OF INCOME TAXA- 
TION LIMITED offers SPECIALISED postal 
tuition for those who wish to SPECIALISE in Income 
Taxation. Course for the Associateship Examination 
of the Institute of Taxation. Also non-examination 
courses. Prospectus free from the Principal, Dept, 
A6, 29 Barstow Square, Wakefield. 


KING’S DETECTIVES 


Confidential Investigations in Civil, Criminal, Commercial, 
and Personal cases. Observations discreetly maintained upon 
Suspected Persons and Premises. Internal Larcenies and 
cases of Fraud and Embezzlement investigated. Financial 
Inquiries and Investigations in Bankruptcy cases under- 
taken. Questioned Documents examined. Persons Traced. 


W. J. KING'S DETECTIVE BUREAU LTD. 
65-66 CHANCERY LANE, LONDON, WC2 


HOLborn 0343/2860 Hoi London 


HOTELS AND RESTAURANTS 
HAMMERSLEY KENNEDY & CO., 19 Hanover Square, 


specialise in the sale and valuation of hotels and catering 
businesses, to the total exclusion of any other branch of 
estate agency. Established 1899. Members of the leading 
professional bodies. Terms in accordance with Institute scale. 


London, 


E. IRVINE HALLAS, A.C.A. 


7-9 QUEENSGATE, BRADFORD 
INSTITUTE AND SOCIETY EXAMS. 


Expert postal and oral tuition, based on 30 years’ 
experience in preparing candidates for these Exams. 
Painstaking criticism and marking of work and 
prompt return of all papers is guaranteed. Moderate 
Fees. Tuition adapted to meet precise personal needs 
of each candidate. Copies of over 800 signed letters 
received from past students will be sent on request. 
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